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f.- Ke BURNS, having bean 

recalled, examined by Mr. Frawley said: 
My. Burros, you will recall that en the 17th of 
January you were being examined about the alloca+ 
tion, the distribution of, of some at least, head 
office salaries which were received from Sarnia and 
we left it off I think because you were going to 
endeavour to ascertain the method of distributing 
those salaries among the Koyalite and the other as~ 
sociate companies, have you been, are you able now 
to tell us something mere in detail about that, Mire 
Burns? 

Yos, with regard to the head «ffice salaries, I pre« 
sume you mean, Mr. Frawley, the salaries of the per 
sons I stated were actively engaged in the company's 
eperations? 

Yess 

I believe that is what I said. 

Let me see if we oan get it. 

And I believe we were discussing in particular Mr, 
John McLeod's salary. 

We are talking about the date, let me get the begin- 
ning of it, actually your question was, on page 2269 
of the transcript "We are charged, ‘the whole answer 
ist "4. Wo, that is not ane We are charged. He 
is 'referzing to hir. MeLeod' actually paid from 
Sarnia, Ontario, by Imperial Oil Limited, and we are 
charged with a debit note representing salaries ef 
certain persons in our organization. [I do not know 


what the individual salaries cf those persons are 
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except my own. They are all paid by the Imperial, 
Mir. MoeLeod ig paid, and I am paid, by the Imperial 
Oil Limited, Sarnia: This debit note comes into 

us monthly showing that sundry salaried Hate been 
paid to your account and we do make a split up 6f 
them to the Royalite. @Q. MR.» FRAWLEY: From whem 
does that cebit note come? A. It comes from 
Imperial Oil Limited at Sarnia. @Q-. To whom does 

it come? A. It comes addressed to ir. John MoLeod, 
in person, confidentially. @Q. But to what company, 
does it not come to some company, who oredits In- 
perial, Sarnia? I am told that is the way to ask 
the question? A.» It is addressed, I believe, to 
the North west Company". 

That is the thing I am talking about? 

A Yes, well I have brought eae statement showing that the eae 
tribution of general administration expense for the 
year 1938 varied. In the month of January, 1938, 75.68% 
of it was charged to the Royalite Oil Company; 18.07% was 
charped to the North est Company; 24% to Dalhousie Oil 
Company Limited; 23% to Foothills Oil and Gas Company 
Limited and 14% to Southwest Petroleum Company Limited, 
the total of those equals 100%. 

Q So that we may be very clear as to the amount we are 
talking about, what is the total of that amount or does 
that sheet just show the percentages? 

A Just the percentages. In December 1938 those percen 
tages were varied slightly; Royalite was charged with 
78.17%; Northwest with 15.83%: Dalhousie 23%; Foothilla 


2% and Southwest 13%. 
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@ You have the intervening months huve you, you just 
read two? 
A No, I just have, I believe that wag in reference to 


Mr. Commissioner Lipsett's request, I think he said 
something to the effect that IL wocrd not come down 
out of the blue and make a bene suddenly. 

Yes. 

And I drew it in that form to show that. 

Q Well now first of all I wonder if you can, this is 
called the distribution of genoral administration ex- 
pense ant office expense? 

A Yes. 

Q Perhaps we had better file it Mr. Chairman and we can 
deal with it then? 

TH CHAIRMAN: Yes. 
(STADENENT SHOWING HIS- 
TRIBUTION OF GHNERLL 
ADMINISTRATION EXPENSE 
AND OFFICE EXPENSE 
FILED AS EXHIBIT "156") 
THE CHAIRMAN: Just the two months? 
MRa FRALEY: Yes, just January 1938 and 
December 1938. 

Q MRe FRAWLEY: Now the general administration 
expense and office expense, and then a further Bub-head 
"General Office" has been divided in a certain fashion 
in these two months,’ general administrative has been 
divided in a slightly different fashion in those two 
months but I would like to know, Mr. Burns, if I can, 
having in mind perhaps Mr. Morrison's report, what kind 
of expense that is, if it relates, even although you can- 
hae accept the accuracy of wir. Morrison's figures, will 


you look at page 22 of Exhibit "88", Mr. Morrison's report 
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and tell us if it is the expenses shown on that page 
which you say you have provided as indicated in Ex- 
Hibs ens 

Well without having made some examination of thé bp 
plication of those figures I cannot say. 

No. Mr. Morrison told us I think thet those are the 
administrative and general expenses taker from the 
books of your company by his firm and we will have to 
be content with his statement in that respect but 
looking through the kind of items, either the kind 

of items that you have called here "General Adminis-~ 
tration Expense and Office Expense" in Exhibit "156"? 
I would say that with respect to the salaries of ads 
ministrative officers and the salaries of administra+ 


tive employees, that the percentages which are shown 


‘under general administration expense--- 


In Exhibit "156", what? 
would sBhowe-~ 
Would show the distribution? 


Would show the percentages which have been used to split 


-*®hROBe. You would understand that these would represent 


varying percentages and that with respect to the month 

of December 1938 which. by the way, is not inoluded in 
this statement +-—~ 

Phat is true, in this etatement. page 22 of Mr. Morrison's 
report? 

Page 22 of Mr. ijorrison's report, that that would be the 
method. 

Yes. 
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Q Yes, I realize now _ the qualifications you are 
putting on it but I think We underatend cach other, 
you might take a look at page 22 of Nr. Norrigon's 
report and take the first two itcms in the laat 
column, the last column being the column for the 
period for the first nine mouths of 1938? 

4 That is correct. 

Q Looking at the first two items which Mr. ijorrison 
calls "Salaries, Administrative Officers, and salaries 
Employees, Administrative Offices" amounting roughly 
te $20,438.35 and 921,548.97, you say with respect of 
those two items we can, you are content that we should 
use your Exhibit "156" as indicating the manner in 
which those two items that I have just called off, had 
been distrituted? 

Yes, this is---— 
Yes? 

A These percentages do not apply because this merely gives 
two months in the whole of the year 1938. 

Q To other words you would not want us to take 75.68% of 
those items of 20 thousand odd and 21 thousand odd that 
I have listed? 

No. 
No, I understand. 

A That portion of that which pertains to the month of 
January was plit on the basis of 75.68%; in other words 
it contained the figure of $20,438.35. 

Being salaries of administrative officers? 
Contains 71.68% of the amount charged with respect to 


the month of January, 1938. 
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Well can I put it this way, teat in the month of, in 

the year 1938 you charged roughly speaking 75%, averag~ 
ing the two items of 75 and 78, say roughly 76% of the 
Balaries of the administrative officers of the Royalite 
Oil Company was charged to the Royalite Oil Company? 
That is correct. 

and that 15% ot those same salaries weve charged t> the 
Northwest Company? 

That is correct. 

Well 15%, let us see, approximately 15% for the year was 
charged to the Northwest Company? 

Approximately that. 

And 23%, let us say approximately again if you like, was 
charged to the Dalhousie Coivnany? 

Yes. 

2% was charged to the Foothills Company? 

Yes. 

And 14% was charg: d to the Southwest Company, approx= 
imately? 

That is correct, approximately. 

Now who made that distribution? 

THE CHA IRAN; That is for the whole year 1938, 
the witness speaks? 

MR. FRAWLEY: You are 8Peaking for the whole 
year 1938? 


Approximately, yes. 


Yes, approximately, and whe made, who determined the pers 
centages, jir. Burns, as shown on Exhibit "156"? 

It was dune under my supervision. I would not like to 
gay that I actually made the split, someone in my office 


did it and I would be responsible for it. 
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@ Yes, I mean the only people who worked on it other than 
yourself were people under your direction, not people 
who are superior to you in the company's organization? 
That is correct. 

a Well now, so then you are, you take responsibility for 
it in other words? 

PN I do. | 

4) Now what principles guided you in arriving at the de- 
termination of the percentages, Mr. Burns? 

None other than our own best judgment. 

Q That three-quarters of the salaries roughly, these 
salaries roughly were properly chargesble to the 
Royalite and 25% to its affiliated companies? 

That is correct. 

Q well now what did you have in mind, did you have in 

mind the amount of time which those officers spent in 
the business of the noyalite as against the time which 
they spent in the business of the affiliated companies? 

A Yes. 

@ I presume that it is a fact thet if the Royalite Oil 

Company discontinued the Dalhousie Company for any pur- 

ope or the Dalhousie Company was cut from the Imperial 

organization, that it would not affect the amount of 

Mr. McLeod's salary one iota, would it? 

No, I think his salary would still be paid. 

Yes, and similarly with respect to the Foothills Co:pany? 


That is true. 


& & & & 


well can I go so far as to say that if the Northwest, 
The Dalhousie, the Foothills and the South%est were all 


severed from the Imperial Ovganization it would not have 
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any affect on lir. MoLeod's salary, it would still go 
on, I suppose? 

A His salary would atill go on, he would still be ree 
quired, either he or someone else in that capacity. 

Q Yes, and it may not bea fair question at all, but is 
it fair to say that it would remain at the same amount, 
it is fair to say I presume that it would remain at the 
same amount? 

A I would assume it with you. 

Q 28 it a fair assumption, you can assume it with me but 
it might be quite unfair to assume it, how does it 
strike you? 

Oh--= 
@ You know the relative importance of theo work he is doing 


for the Royalite en the one hand and the affiliates on 


the other? 
A Yese 
Q Do you agree with me or not? 


Well I am not quite sure tmt I understand your qestion, 
Mr. Frawley, you mean--~ 

Q Well never mind. This sxhibit "156" does represent an 
attempt, may I take it, on your part to ‘fit / an allo-~ 
cation of the salaries to the facts with respeot to the 
time spent by these officers in the business of the 
various companies, that is so is it not, Mr. Burns? 

A I do not believe that the time spent by the various of- 
ficers in the company could ever be accurately determined. 
No. Well not practically perhaps? 
Not in fact determined. 

Q But it has been an attempt to come as close to the facts 


in that respect as you can? 
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Yes. 

In fairness to all the companies? 

Yes, having regard to the scope of the operations of the 
several companies. 

Q Yes, having regard to all of tne factors which you should 
take into account, this Exhibit "156" represents your 
best attempt to allocate the salaries in accordance with 
the time spent by these officers on the business of the 
various companies? 

A The time spent is an intangible thing. 

Q Well--- 

A I would like to state it as perhaps my opinion as to 
the value of the services. 

Q Yes, in other words, hire ticLeod would not have to spend, 

whether ur. iiecLeod spent a very great deal of time in 

the business of the Southwest you feel that it is fair 
that the Southwest should bear 13 per ecent of his 

Balary, thet is what this means doesn't it? 

Yese 

BX DEE! Loo"? 


Yese 


Well he surely would spend 14% of his time dur- 
ing the whole of the year 1958 on the business of the 
Sout hwest Co. pany, would you not think? 

a Well I cannot say as to that. 

Q Is it not, frankly is it not, because he spends very 
little of his time on the affairs of the Southwest 
Company as compared to the Royalite, that you have put 
4t down to such a small percentage, namely 14% 

A Woll I have regarded the scope of operations more, that 


is the proportion that the scope of operations of the 
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Sovthwest Petroleum bears to the total operations of 
the subsidiary companies which lir. iieLeod is here to 
administer. 

Well that is pretty vague, you tell me that the time 
Spent is intangible. The value of the man to the 
company I suggest,.to you is oven morg vague and in= 
tangible? 

Yese 

You see I just want to get the basis you used, ir. 
Burs? 

I have given it to you, that it is my opinion. 

Yes, your opinion, but you used a certain method, did 
you? 

Noe 

Well then if you did not use, you mean you did not use 
any method at all? 

No method at all. 

Well how did you wake it 75 to the Royalite instead of 
50? 

well I have been into that, it seems that about 10 years 
ago we did use, when we had many companies opereting and 
we had drilling departments in all of those companies, 
we at that time used the labour ratio basis and certain 


percentages were then struck on a labour ratio basis as 


to the splitting of administrative expensese Now this 
ip merely an outcrop. As the operations have advanced 
in one compary and diminished in another we have stuck 
to these si.mc basic percentages all through those years 
but hive augmented them with our own opinion as to the 


percentage to the operations of those companies. There 


ib no basis in fact for the split. They are purely arbi- 


trary. 
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Ke Morrison. 


>) 


TH CHAIRMAN: Mr. Burns, during the 
time when you used ite labour ratio basis, what 
labour ratio basis did you use? 

The total number of men employed by thse various 
companies. 

Regardless of whethexs they were employed in operation 
or capital? 

Regardless of whether they were employed in operation 
or in capital. 

MR. TRAVLiY: | You say Exhibit "156" 
is merely the growth and extension of that labour ratio 
basis, without disturbing basically its application? 
That was the basis of it some years ago,thet is 
correct. 

I understand this is just a gradusl outgrowth of it 
without any change basically. 

THE CHAIRMAN: Augmented, he says, by 
his opinion as to the scope of the undertaking whieh 
each Company was carrying on. 

Mh. FRAVLIY: Mr. Burns, would you 
Stand down for @ minute. I want to file an sxhibit. 
I want lir. worrison to file an exhibit purely for 

the purposes of examining Mr. Burns upon it. [ff 

Mr. Wolen will be gocd vnough to defer his own cross-~ 
examination of Mr. Burns until Mr. Morrison himself 


discusses it. 


Ke NiatTH MORRISON, 


recalled:- 


Q 


BY Ha. Fas yLays What have you there, 


Mr. Morrison please? 
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A I have prepared a statement in answer to a question 
by the Cheirman as to what the cost of gathering and 
transporting oil would be for the nine months!’ period 
ended 30th September, 1938, as shown by the books of 
the Pipe Line Division of the Royalite Oil Company 
Limited. I have prepared a statement showing ee 
figures. 

Q “hen you say the books of the Pipe Line Division, 
what method of allocating indirect costs did you use 
there? 

& Well these figures are shown by the books of the Pipe 
bine Division. IL might explain... 

Q Already allocated? . 

A Already allocated. .There is no allocation made by me 
at all. These statements are prepared from the actual 
books of the Pipe Line Division. In the year 1938 
they have a ledger for the Pipe “ine Division and 


these figures are taken from those books. 


THA CHAIRMAN: - The nine months y u say? 
A Yas. 
MR. FRAWVLAY: . Nine months ending 


September 320th, 2938? 


A That is correct. 
DOCUMaNT IN QUESTION IS Now 
MARKSD EXHIBIT "157". 
MR. FRAWLEY: Now we ean go into that 


further now that it is marked. I just Want to ask 


Mr. Burns about it please? 
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T. 8. BURNS, recalled:- 
Q BY WR. FRAWGAY: Mr. Burns, would you be 
good enough to look at adxhibit "157" and that has 
been teken from the books of your Company and my 
question is - you agree, I presume, with what ir. 
Morrison has just said that in ths books of the Company 
there is an actual allocation made for the year 1938 
at any rate, of the costs properly in the opinion of 
the Company chargeable to the Pipe Line Division? 
Mo, I Go not agree. } 


You do not agree with that? 


> © & 


Noe 

a Why @o you not agree? 

A Because in the memerandum record which we Kept, 

which was only for to obtein ready information, and 

with regard to administration and general expense 

it contains only that portion which we considered to 

be represented by Mr. Coultis' salary and his seoretary's, 
and a certéin proportion of the Calgary office rent. 


First, let us be clear about this, so that the Chairman 


&) 


will understand. fF asked you if you agreed with the 
statement Mr. Morrison made that there was a record 
kept in 1938 which showed the allocation of the costs 
of the Pipe Line Division. You said you did not agree? 
It is not complete. | 
I presume thet is why you do not agree? 
‘Phat is sight. 
Be cause it was not complete?’ 


It is @ memorandum record only. 


D> -w > D > 


But there is such a book, a ledger, you eall it a 


memorandum? 
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A Ite tieve it is on ledger paper. 

@ But you call it a memorandum record? 

A That is all. 

Q It does contain the amount of 17,820.17 as being the 


administretive and general expense chargeable,according 
to that record anyway, to the Pipe Line Division?’ 

A That is’ Correct: 

Q My question is, that amount of {17,820.17 is what 
percentege of the total administrative and general 
expense of the Royalite Company for that same period? | 

A I cannot tell you that offhand. I can inform myself | 
On that “and get it for you. 

Q Hirst, or Ail, (being quite Tair to you, is ite certain 
percentage? L& the Tipure of 17, e20cLy a result 
figure applied by obtaining 4 certain percent - 

X jer cent of - by taking xX per cent ef a figure which 
would be the total administrative and general expense 
of the Royalite Company for the same period? 

A I would not say it was done on a percentage basis. 

Q Tra t is what I wanted to know. I rather gathered 
from what you said a minute ago it was not, but 
that you took Mr. Coultis' salary and his secretary's 
salary and a portion of the rent and added up some 
other figures and that is how the $17,820.17 was 
made up? 

A That is correct. 

Q I think perhaps the simplest wey would be if you could 
give us a break-down of the 317,820.17? 

A I have it here in »a* rough draft in pencil, that is 
ell. 


Q You read our minds. It is in pencil. vell I would 
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not like to file that, but we might..... 

THE CHAIRMAN: Well read it into the 
record whatever it is. 

Pe WERE LY 2 Royalite Oil Comm ny 
Limited Administrative and General ixpense, 1938, 
total at 50th September, that means the total for 
the first nine months I take it? 

That is correct. 

This can go down in the form of a statamagt. It 


would be typed in statement form. 


Salary of Manager p 6:4528.79 

Salary of employees 4,871.04 

Travelling and other sxpenses, 
Administrative Officers, 947.58 


Professional fees and Expenses 2,964.76 
Rent Administrative and Generel 

Offices 4G le 
Repairs to Administrative and 

General Office furniture and 


appliances 169.94 
Telephone and Telegraph 239 236 
Postage and Excise stamps 48.04 
Stationery and Office Supplies 26.409 
Subseriprtions and dues 268.41 
Vorkments Compensation Board 

Accident Assessment, 478.43 
Employees' Velfare Expenses 564,27 
Miscellaneous 228.54 

TOTAL ny P24 OP 


rer ree ee eR eR RUE os orem, 


Veli, Mry Burns, is the emount Tor, instance,  Sub- 
Seriptions and Dues, ~268.41, that would appear 

to be a percentage of some larger figure which the 
Company spent on subsecripticus and dues, would it not? 
That may be, yes. 

Yes. '/e11 some of these other items, iimployees' ‘:elfare 
Expense of (364.27, would. not that be a result figure 
after having applied a percentage? | 
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Q And Workmen's Compensation Board, 4cecident assessment, 
$478.43, would that be in the same category? 

I believe that is an actual figure. 

That is an actual figure you say? 

Yes, applicehle to the Pipe Line Division. 

To the Pipe bine Division alone? 


That is correct. 


D > © ® D & 


Stationery and Office Supplies »322.09. Is that a 
percentage figure or an actual figure? 

I would have to inform myself on that. 

Postage and Excise Stamps 48.04% 


That would be a percentage figure. 


TT 2 b 


3 


Perhaps the simplest thing wovld be if you would be 
good enough, and if it is not too much trouble, to 
analyze the items making up the 17,820.17 and 
find which are percentag: ei Ane eiena Nee ean 
further and finding out what the percentage applied 
was and using whet methods. I think reélily we cannot 
\ usefully pursue that any further without that. 
Q \MaR. CcomISSIONSE LIPSETT: Is that figure of 
17, 820617 on your “xhibit "157", is that the proportion 
charged to the Pipe Line Division of the two items on 
Page 22 of Mr. Morrison's report, namely Administrative Of- 
fisers . 20,458.35, sinc thancyerne sean Administrative 
offices 321,648.97. They come to around »~42,000.00, 
Mr. Burns, and I was wondering if the $17,820.17 
was the portion of that charged to the Pipe Line? 
A ». No, Mr. Morrisean’s figures have béen arrived at on 
a completely different basis, Sirs 
Q I see. 


A Exhibit "157" is the actual allocation which we have 
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T. E, Burns. 
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2) 


made. It does not include any proportion of the Ad- 
ministrative salaries ether men Mr. Coultis, and in 
that statement we have attempted to put all of Mr. 
Coultis' salary to the Pipe Line Division. But in 
this,.... 

“hen you say "in this" you mean in...... 

in Mr. liorrison's Bie wes ity See te: Voor 4G 
represents ir. Morrison's split of..... 

MR. FRAULEY: Ohno, fas Burns, tna t 

is the total. The only possible question about that is 
whether lir. Morrison has got all the items. That is 

on Page 22 of Mr. Morrison's report, with one exception 
which you will see Professional Foes and .ixpenses which 
he had to estimate. This is not his estimate, but the 
Company's estimate $15,183.00. 

Yes. I would have to check these figures of iir. Morrison's. 
I would not know about that. 

THE CHA IRMAN: The witness says he will 
have to check them. 

MR. FRAWLEY: {I think it might be useful 
if You. did, Mr. Burns? 

Very good. 

ir. Burns, in other years, looking at Sxhibit "157", in 
other years did you have any similar allocation at all, 
or break-down - allocation to the Pipe Line Division? 
6 kept no separate memorandum record. 

You kept no separate memorandum record? 

No. 

Such as you did in 1938? 

That is correct. 


Let us. understand about 1958. There was a real attempt - 


re praca 
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a real attempt began in 1938 to make what you regarded 
as a fair allocation of the cost of opereting the 

Pipe Line Division? 

No. An attempt was made merely to segregate the direst 
expenses so that we would have it for ready informative 
purposes. 

Yes, I mean otherwise there would not be much point in 
making it. The Company might want to know or some other 
body interested in it might went to know what it cost 
to operete the Pipe Line Division? 

Yes, but there was not a complete record. 

No. Just in vhat manner was it not complete, xo we 
will understane each other? 

Yell it was not intended to include any portion of 

Mr. MoLeod's salary for example. 

Well now, just take ttt. It is fair to include some 
portion of wr. iicLeod's salary is it not? 

Yes. 

‘hy? If you know what I mean, why leave it out of 

that ledger? 

It was never necessary to do it. 

It was not necessary to do it® 

Not in the memorandum ledger, noe 

The memorandum ledger was for the purpose of informing 
you, just domestically. what it was costing you to 
operate the Pipe Line Division’? 

That is correct. 

You would never know - even your own people would never 
know if you did not include any part of wr. McLeod's 
salary< 


Vell we would use this record, these direct expenses 
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as a basis for supplying any information which we were 
requested to supply. 

You did not rest with direct expensesi You lave 
17,000.00, nearly 18,000.00 of very obvious indirect 
expenmes there, haven't yout 


Wo, not all indirect. 


“Yell, you use the same language, administration and 


general expenss* 

Yes. That is a convenient term, used throughout our 
accounting. 

Mr. Coultis's salary would be a direct expense would 
it not? 

dbed 1s rights and it Ls included. 

And it is included in the), .17.000.007 

tha tis rioht. 

But apart from lir. Coultis' salary the rest of it 
is what we have been calling throughout this Inquiry 
indirect expense, is it not? 

No. You will notice an item of almost ,6000.00 
there, professional fees and expenses.. 

UGS Chew e Me wili i Ss bLLLe 

That 26 “correct. 

That was Pipe Line alone? 

That was Pipe Line alone. 

In any event for the reasons you are nor. giving us, 
you do not, probably still do not and did not regard 
thet memorandum record as you call it, a complete 
exhibition of the cost of operating the Pipe Line 
Division? 

That is correct. I do not regard 18. 80-- 


And perhaps that is why both your accountants and wir. 
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Morrison departed from the records of the Compeny, 
including the 1948 memorandum record you speak of 
in making their submissions to the Commission as to 
whet in their respective views was the»senrreot 

cost of operating the Pipe Line. 


A No, I do not believe that was the reason. 


om) 


Well what was the reason? They both departed from the 

records! | 

A Yes. 

q They have told us that was because - at least itr. Taylor 
has told us and ilr. Maw, that he felt he had to do it 
to present a correct picture to the Comniission as dis- 
tinguished from the picture shown by the Company's 
books. 

Sb Didn't they depart from the records mginiy with regard 
to amortization of the Fixed Capital Assets of the 
Company. 

Q And the distribution of the indirect oosts, I think, 
all the way through. They departed from the reoards 
of the Gompany: 

A There has been no distribution of indirect costs 


or a very great portion of then. 


Q@ Woe There had been some as is evidenced by the Jersey 
Statements. There had been some, incomplete as you say 
Ly Se 

A Those are not the Company's books. 

Q "ell, taken from the Company's books, the Company's 


records. However, we won't quarrel about that. There 
was a departure for reasons good and sufficient for 
the witnesses,for departing from the Company's books 


so as to give a proper view of this Pipe Line Division 
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to the Commission. You Will agree with that won't yout 
Vith regard to the amortization of the Fixed Capital 
assets there was e departure. 

I am instructed, iir. Burns, there was quite a lot of 
allocations of indirect expense in the Company's books, 
but that the vompany stated they were not complete? 

I think what we stated and what I stated to you was 
that they perhaps did not represent any more then an 
arbitrary split made hy someone. 

Yes? 

Of the costs of certain utilities and offices, etc. 
That is just what I mean. So that there was an 
arbitrary allocation in the books of the Company of 
certain indirect expenses? 

Of certain of the indirect expenses, that is particularly 
with regard to utilities where those have eon used by 
more than one department. 


That is all I am saying. In order to present a comple te 


allocation of all the indirect expenses, it was necessary 


to build up a submission independent of what allocation 
had be n made in the Company's books. 

You ound it, necessary, yes. 

And so did your p-ople. However. Now for years - that 
is,all you can say then about the attempt which the 
Company nade to allocate indirect expenses in the years 
prior to 1938% I think I have Said all I want te say 
or have asked you all I want to ask you about it. If 
think that is all, Mr. Burns. [I told you last evening 
I would like Mr. Morrison to look at these budgets 

you filed yesterday and he has not this morning had 


an op Lottunity. There may not be anything ts ask you 
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Burns. 
at all, but if there is you will be good enough to 


hold vourself available. 


j 


THE CHAIRIAT: Do you want this break- | 
down from Mr. Burns that vou were asking about’ [| 
te FREULIY Yes, we do. a 
TH CHATRIAN: Is there anything else 


Mr. Burns will be asked about? 

MR. MOLAN: Can I know that so we oan 
get him here and get this over with? Because you see it 
is difficult for me. ‘se are running a business even at 
the present time, and I am very anxious not to dislocate 
it any more than I can help. I am very willing to come 
with mv witnesses and if we could have a sort of an 
omnibus session of this Commission and gather in the 
loose ends and get them through, I think it would serve 
all our purposes. 

ERs VPRGULSY? I may be doing it imper- 
LIGULy Duy OL am trying “to doa hard” job:with a Lot 

of loose ends. 

THit CHAIRMAN: There is nothing you know 
apout now. These things do crop up, i know. Is there 
anything else that Mr. torrison has in mind from Mr. 
Burns now’ 

Mis Re iat Thank you, Mr. Chairman, 
we will just see if there is anything else. Thet is 

all, just'those break-downs we asked this morning. 

Ll was asked for some information on the Toronto Office 
charges and I have come with that. 

Thank you, lir. Burns. 

Lite NOLAD: [It was a long time ago. 


It was a ,6000.0. figure if my memory serves me. 
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T. E. Burns. 

q MR. FREWLSY: It was 93,857.48. 
Have you got that, lir. Burns? 

F:) Yes. Those were mis-allc ations. 

Q That is the amount of the Toronto Office charge for 
the period ending 30th September 1958, 

THe CHAIRMAN: Referred ‘bo where? 
MR. PRAVLAY: Referred to on Page 22 
of lr. Morrison's report, sxhibit "68"? 

A These were mistekes really made in the allocation. 
While the charges did emanate from Toronto, they should 
have been put in more correct uecounts, under more 
correct sub-headings. The first item is »90.17 which 
is ixpenses incurred by a man Mr. F. B. Bimsi, who 
attended at Ottawa on some business of the Company. 
These are his travelling expenses. 

C Mr. Burns, may I suggest that you file that little 
statement showing that break-down. You were just 
going to read it into the record weren't you? 

A That is all. 

Q Weil, this will do. Iwill offer this, Sir, @s an 
exhibit. 


DOCUMENT Ili QUSUTION IS 
KO. MARKaD BAHIBIT "156". 


MR. FRAWLS&Y: This document is dated 

at the office of the Royalite Company in Calgary 

onwitthe L?%th of January. L949, in. the. formof 2 

memorandum to Mr. Burns, showing how the item of $3837.48, 
shown on Page 22 of Exhibit "88", as Toronto Office 
Gharges, is made up. The first thing you ie about 

it is that Lt was a cbarge cmanating from the Toronto 


Office? 
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That is correct. 
And it was charged in whole to the Royalite Company? 
That is right. 


© > D Pr 


And only a portion of it ultinately found its way 

as a charge to the Pipe Line pDivisfion? 

That is correct. 

Q Then we will have the rest of it. The first item is 
990.17. There are just the three items and we will 
read them in detail. The first item is #xpenses In- 
curred by Mr. *. Be. Bimel on our behalf at the Chateau 
Laurier, Ottawa. $90.17. The next item is %362.44, 
travelling expenses of Mr. and Mrs. K. H. Houston 
from London, Ontario, to Calgary. Hote: This 
should properly have been charged to travelling 
expenses of employees and haa been corrected. 

It would still be administrative and general expense 
but ina different column, that is all? 

A That is correct. 

q And the last item, 03,384.87 production and research 

expenses through the engzgement by Royalite of experts 

in the Standard Oil vVevelopment Company. Note: This 

Should have been shown as Technical research sixpenses 

under Gode A-~6, and has been corrected. Those three 

items make up the total in question, 53,857.48? 

Yes. 

Now is there a place for Technical and Research 

avetas under the general heading of Administrative 

and General ixpense? It should not have appeared 
undor the hoading Toronto Office charge? 


A That is correct. 


4) You are not able to say, using Page 22 of “r. Morrison's 
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T.H.Burns. 
report, whatever classification it should have gone 
into I presume? 

A Noe I could have opened one. 

Q MW:. COM ISSIONER LIPpcatt: Just before you leave, 
Mr. Burns, this “xhibit "157" of Mr. Morrison's for 
the nine months ending 50th September, 1938, I know 
you have not had an opportunity of going through 
it, but I understand that tmwt purports to be taken 
from the books of the Company as they appear on the 
books? 

A Yes Sir. And as i explained wc. did keep, beginning 
in 1938, we kept what I have referred to as @ memor- 
andum record of certain direct expenses, and this is 
a recapitulation. 

Q I rather gathered you indicated there wer: some matters 
omittec from this that you think properly should be 
ineluded-amongst—cosis and expenses? 

A That is correct. If I was asked to prepare a statement 
of the pipe line operating -costs for the year 1938, 


I would augment it with certain other items. 


(Go to Page 4042} 
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Well now would you, while you are making up these 
other things, would you just *#Ke this calsula tion, 
Bxhibit "157", as your basis and give ud a statement 
of what additional items should go into that or 
Should be added to that to give a aorrect picture as 
appears in your books? 

Well that is a very large order, sir. First of all 
I would have to decide on what basis I could split 
the costs; secondly we would have to fix the life of 
the field or the useful life of the equipment to say 
what proper amortization figure should be used. 

This shows the depreciation at 10% I take it? 

I believe it shows depreciation charges which have 
been actually booked, is that not s0? 

Well perhaps you would look into it, Mr. Burns, and 
I would be glad to lave some alteration of addition 
to these figures which you think would be fair? 


L will be very glad to look inte it. 


TH CHAIRMAN: Any other questions? 

MRe FRAWLiY; I have no more questions, sir. 
THE CHA IRMAN: Do you want to ask saiething? 
MR. PLOTKINS: Please Mr. Chairman, I would 


like to ask something. 

MRe PLOTKINS: Mr. Burns, in directing the 
accounting procedure in the Royalite organization, are 
you guided by any definite angles or instructions from 
either Imperial or any one of the parent companies? 
Yep. 

You aro? 


Yes. 
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You have what 15 ealled a manual? 
That is correct. 
Q Ana 4h that manual you will find the procedure to 
folibh ih these stages which we have under dis-= 
cussion? 
~ tic. 
Q@ How rea peas manual- published 4¢ given to 


= 


executive officers in your company? 

aA It is being currently revised in accordance to fit 
the needs of the business. 

Q How often har it been the practiasa-an-in your exper 
ience how often has that manual been revised? 

A IL cannot say how often it has been revised. 

Q You cannot say, well have you not seen the manuals 
coming and superseding the old ones? 

A Merely pages come to be inserted. 

Q So there is a revision of procedure ov regulations 
that are imposed on your department, that is the 
accounting department, that occur from time to time? 
That is correct. 

Q And from whom do you receive those &lterations or 

those amendments to the existing regulations ad rules. 

which you follow? 

I receive them fron the Imperial Oil Limited. 

Do you Know where they are printed? 

No. 

You do not know that? 


No» 


Oo & DS F&F © FY 


80 what does,in general, do these manuals cover so 


far as your department, the accounting department is 


concerned? 
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F What in general do they cover? 

Q Yes, what,do they propose to lay down the line of 
procedure which you are to follow? 

4 Yes. 

Q On principles, that is in the matter of principles 
which you are to follow, do they lay down certain 


principles or rules? 


A Certain principles or rules, yes. 

Q Yes, accounting principles? 

A That is right. 

Q How to judge this situation and that situation? 

4 Yes, how to prepare a balance sheet, an income tax 
statement. 

Q Only that? 
And the names of the accounts. 

Q So they give you an intelligent direction as to how 
you are to manage the accounts of the company? 

A That is correct. 


Q In this book of rules — have called it, I do not know 
what your name is, I have not seen it, but a manual, 
because there must be such a book, you would follow 
them implicitly in the main? | 
wrt docs that mean. 

Beg pardon? 


What does “implicitly in the main" mean? 


a er 


Implicitly in the main would mean that you would not 
depart from the principles laid down in that book, of 
procedure or that book of rules in judging or in any 


capacity, in opening an account or treating an account 


of your company? 
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Oh there are some special circumstances I would con- 
sider it in a special way or I would get a ruling on 
it, these books I may say I believe are prepared or--- 
I cannot hear you. 

These books or these bnoks of instruction I believe 
were prepared by the company's auditore firstly. I 
am not certain of that but I ewe always been led to 
believe that the company's auditors, Messrs. Price 
Waterhouse and Company, really had them up and 
designed them. 

And you say you would use your own judgment in apply- 
ing the principles. the guiding principles with respect 
to any particular situation? 

Or consult with the company’s auditors. 


Or consult with the company's auditors or your super- 


ior officers in the accounting department in Toronto? 


No, generally I refer to iir.e Humphries. 

fo the auditors here? 

That is correct. 

So you in carrying on the accounts of the company 
follow a definite procedure? 


Yes. 


Ana in the matter of allocating or in the matter of 
evaluating indirect expenses such as we have been 
discussing for weeks here, you would follow a line, 

a definite line of procedure? 

You say evaluating indirect sxponses? 

Not only in evaluating but in ascertaining, there must 
be a method laid down to use? 

No, there is no method. 


There is no nethod? 
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A No. 

MR. NOLAN : CI am not sure, Mr. Chairman, 
whether this examination is going to get us anywhere. 
I understood ikir. Biotic ces was to be permitted to 
examine on matters of which he had a special or pec 
uliar knowledge, which would elusidate information 
useful to the Commission but it is perfectly obvious 
from Mr. Plotkins' line of questioning, - I think he 
thinks by looking at the books you can make a dip~ 
tribution of indirect costs, and that we have been 
wasting our time and the accountants’ time in dis- 
cussing these matters for the last few weeks, and Mr. 
Plotkins I think has made it perfectly clear that he 
has no knowledge of these matters and I submit it is 
wasting the time of the Commission to permit Mr. 
Plotkins to pursue this line of questioning. 

THY CHAIRMAN: Well whether he has a knowledge 
or not, he has at least brought to our notice a manual 
which we have not heard of before and which provides 
some printed instructions, I think we will let Mr. 
Plotkins procecd «ut present. 

Mr. PLOTKINS: Thank you. 

Q MR. PLOTKINS: What is the method that you 
demand of your different operating divisions in record= 
ing the indirect expenses such as Bteam, water, slect~ 
ricity, that is consumed by cach department so thet 
you can ascertain the facts? 

A we ee from thei an expression of opinion as to how 
it has been used in any particular month by a particular 
department. 


Q So that when you want to know from month to month what 
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amount of stcam has been consumed by the pipeline 
division in Turner Valley for instance, you are able 
to go to the power plant superintendent and in hia 
records where he bee inat ee: if he has no othar way 
of doing it, the SHoune Oe steam which is consumed 
by that department, a voucher on your instructious 
would come into existence stating tho amount of 
steam and the value? 

No, no. 

Well how is it done? 


The percentage of steam used he would show. 


So & S b 


Yes, so that he estimates the percentage, the relative 
percentage of the whole of the amount of steam that 
that department, the pipeline department consumed? 
That is correct. 

And aS a result of that estimate you have a voucher? 
That is right. 

And that voucher is posted where? 

In the books of the company. 

In the operating records of the company? 


In the books of the company. 


& > S&S & ©§ &- HS & 


Yes. Well you have operating records as distinguished 
from financial records, that is the balance sheet? 


That is right. 


& 


That is correct and in the operating records in order 
to know what you are doing and to instruct or at least 
to pass on that information to your parent company, you 
must keep proper and accurate accounts of the expons es 
of each division to the best of your ability? 


A That is correct. 


Q That is right and in a company such as yours you accept 


wv 


st 
2, i 

ae) = 
5 14 


+ 

4-5 

2 ee | 

ays A 
a; 


ey 

e 

rs “: 

wi : 
oy 

is we 
se 


» 


é 


~ 


a 
wep 
vo 
obet 
% 
-* 
ac 
aa 
‘a 


T .#.-Burns 


C2 
7 


re) 


+~ 4048 = 


only the facts as they can be ascertained, you do not 
guess? 

We accept the opinion of the field superintendent cr 
some person in the department, saneone who can give us 
an idea of these things but that necessarily would not 
reflect the true indirect costs for the reason that, for 
the purposes of this Commission there is also to be con- 
sidered the value of the availability. 

Value of what? 

Of the availability of the steam to be supplied or any 
other asset to be supplied, that is to -say it may so 
happen no steam was used in any particular month and 

in which month no charge woulé be made but the fact is 
that there is at all times the standby equipment there 
and if the electric pumps should fail, as we operate on 
electric pumps juss now, then the steam is ready to be 
turned in to keep the pumps moving. 

So that what you are saying now is that apart from the 
actual amount of consumption. as reported by the super- 
intendent of the steam plant you, the officer has to in- 
struct him as. to the percentage that he should use beeause 
of these factors waich you have just given us? 

No, we-=- 

In other words we know that the operating department re- 
quires steam in Jurner Valley and we know you must pro- 
vide a plant and at times that department may not use 
any steam but the plant must be there to supply it when 
they need it and as a resuit of that you must make an 
arbitrary division as to the costs or the value that 


you are going to charge against ths pipeline for that 
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service and in that you include the standby provision 
of depreciation and whad in that constitutes the value 
of that steam to the pipeline division, is that cor- 
rect? 

& No, we have not done that. 

Q Beg pardon? 

A de have not done thate we have taken the opinion of 
the engineer or the field superintendent as to the 
emount of steam used and that was the basis of our 
accounting. we have not made a charge for the avail- 
ability but for the purposes of this Commi ss ion th at 
fact should be considered. 

Q True. But what I am asking you now, Mr. Burns, is 
to give us the information as reflected in your own 
books. I am not concerned at the moment with a 
statement or with figures I am only dealing with 
things, so that you say that at the end of each 
period and I suppose it is a sionth that you take as 
a period, is that correct? 

A That is correct. 

Q You allow each department, whether it would be the 
steam, that is the superintendent of the steam plant 
or the superintendent or the manager of the other ut- 
ilities, to allocate to the best of their judgment or 

the combined judgment of their depurtmen}t a definite 
percentage to each operating division? 

4 That is correct. 

Q And as a result you have at least that first step to- 
wards correotly estimating the values or the costs thet 
you are poinie to charge up to that pipeline division? 


A That is correct. 
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Then all that remains, at least some of the things 
which remain to be ascertained and recorded, is what 
Charge in addition to the charges we have just been 
talking eeout, must be valved and recovered to 

cover depreciation of the plant and all the other 
factors which we understand as amortization and mis- 
cellaneous expenses, how do you proceed to do that? 
Well that was a long qmestion, iir. Plotkins, I have 
become=-<-= 

You are an accountant, tir. Burns, are you a profes- 
sional accountant, I mean are you a chartered account- 


ant? 


“No. 


But you are in charge ov the books of the Koyalite Oil 


Company? 


That is correct. 

And it is your duty as I understand it, and if I am 
wrong you will correct me, to make periodical state- 
ments, operating statements, to be forwarded or to 
be given probably to iir. McLeod and copies of it to 
be forwarded to the parent companies? 


ive keep an analysis in our books of operating costs 


apd there ure certain subdivisions in those books 


which purport to set up either our OWn or some idea 
of what the cost may vee They contain mainly the 
direct costs without any great deal of distribution 
of indirect expenses? 

Mir. Burns, I will put it to you this way, when the 
Imperial Oil, which is your parent company, when the 
proper division, I do not know the division ,asks you, 


that handles these things ,but I know logically it 
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must exist, when the Imperial 0i1 demands fram you 


a statement, a monthly statement, showing the actual 


copts of transporting a barrel of crude from Turner 
Valley to Calgary, gathoring it, transporting it, 
delivering it to the tanks , that statement in order 
to be intelligent and to be weighed by your superior 
officers must include cll the Geo BA to that there 
would be at the other end of the line no guessing? 
Well it does not. 

It does not? 

Noe 

That is your statement now? 

That is my statement. 

Now to come back to the break-down,has your company 
or have you as the head of the accounting department 
not made any attempt either this year or in previous 
years to allocate month by month the costs of amorti- 
Zing and maintaining the different utilities «f the 
Royalite Oil Company in dollars and cents to each de- 
partment? 

Using the regular rates of amortization as allowed by 
the Dominion Inaome Tax Department, yes we have, 

No, I am not referring again to the financial state- 
ment, that has nothing to do with operating records 
in your department, what I am asking you is did you 
attempt this year or the previous years to evaluate 
or to-record in dollars and cents the amount which 
should be charged sgainst each operating department 
for to cover depreciation and such matters, depres 


jation, maintenance an& contingencies of those ut- 


ilities? 
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Of the utilitios, you mean what utilities? 

Well now, Mr. Burns, you know the costs ,the capital 
costs of those utilities? 

I know what they cost, yes. 

You have records to show what they cost? 

Yes, by utilities do you mean the steam plant? 

The steam plant, the electric light plant? 

Yes, I know what they cost. 

I am not dealing with the offise, we will come to 
that later, and if you know the capital cost and 
you know the maintenance expense, the quest.ioh of 
whether they should be « standby or not is outside 
of your purview for the time being because we are not 
concerned with engineering features or whether the 
utilities Ly uati exist or not, you are concerned 
with the accounting end, am I right? 

I am Secretary and Treasurer of the Company. 

I mean from the accounting standpoint, when you are 
dealing with accounting and trying to arrive at the 
proper figures to be charged to each operating di- 
vision, you are not at that time concerned with 
whether an ongino should be there or whether it 
should not, you are concerned with finding out what 
18 the cost that you should allocate to the pipeline 
division when you are dealing with the pipeline 
division, based on the actual facts of maintaining, 
first creating and then maintaining those facilities 
go that they will be available to the different de 
partments of the company, am I right? 

Well to the extent that an accounting man is conce?Pped 


I am concerned with all trast. If I ways in doubt as to 
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any engineering problem I would consult the engineer, 
Forget about the engineer for the time being ané 

come back to the accounting end. You have ascertained 
the amount of steam or water or eleotricity or gas 
that the pipeline division used? 

£ have obtained an opinion of, an arbitrary opinion 
of someone and that is the basis for my charge. 

Mr- Burns, is tlt not, we have just gone through 
that, it is more than an arbitrary opinion, it is an 
evaluation by a man who actually turns a valve and 
knows how much steam is going over? 

No,the man whom I obtained the opinion from does not 
turn the valve. 

The superintendent i8 not in a position to know or to 
ask his employees how much steam in relation to the 
whole would be given or used by the pipeline division? 
Oh yes, yes. 

Certainly, so it is not arbitrary, not ir that sense 
that it is just a guess? 

Yes it is, it is just a guess, an opinion. 

Do you know if you have meters for measuring steam in 
the Valley? 

I do not know. 

You have no means? 

I do not know whether we have or note 

So you are not in a position to say at this stage 


whether the basis of your voucher is not an actual 


record? 


No. 
Do you know if they have any meters of the gas that 


they use in these different operations? 
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They have sane meters for gap. 

And they are not ina position to guess, they actually 
record the amount’, that’ is correct, .where ee have 
meters? 

Where they have meters. 

When it comes to electricity they have or have they not 
meters tO measure the current used by the different 
divisions? 

I cannot say. 

You cannot say? 

No. 

So that so far as you know when you get a voucher fran 


the steam plant that purports to apportion 25% of the 


total steam consumption of that plant for a given month 


to the pipeline division. you do not know whether tht 
ig a guess or whether it is an accurate measurement or 
whether it iS an estimate? 

What is the difference between a guess and an estimate? 
Well an estimate is based on somebody's judgment that 
is familiar with the facts, a guess, I can make a 
guess. 

well I do not know. 

You do not know that, but you have agreed that you do 
have a record in the fom of a voucher that will give 
us the amount of steam, the amount of electricity, 
the amount of water, the smount of gas, that the pipe 

line division uses? | 
Which someone says they have used. 


Beg pardon? 


Which someone has either estimated or guessed that they 
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have used. 

Someone who is familiar with the conditions? : 

They may be familiar with it, I am not certain. 

Now who would be familiar and would be in a pssition, 
in a similar position to apportion or evaluéte the 
manner of amortization of the utilities, the costs, 
and allocate them properly in the same manner to the 
pipeline department? 

I do not know. 

You do not know? 

Noe 

You say it is not done? 

Well it is not necessary to do it. We do not go into 
extravagant accounting details to determine the 
Bplit of these indirect expenses. It is not necessary 
in the operation of the Gompany aS a whole. We try to, 

for our own informative purposes, we try to make a 
split in an arbitrary estimate or guess or wHevever it 
is of those expenses between the departments but I 
would not say that there is any great weightto be put 
upoh them. it is not necessary. 

Mr. Burns, how would the pipeline division of the 
Standard Oil of New Jersey which is the parent company 
the offices of that 20mpany, how could they measure the 
efficiency and the value to thet, as opposed to other 
pipelines in their system, if you did not give them .an 
operating statement which would ine lude all of those 
items? 

Well I do not know whether the Standard Oil of New 
Jersey has e pipeline division but I have not supplied 


it with any statements regarding the operations of 
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the Royalite if it has. 

By the way, Mr. Burns, who eer Mr. MoLeod do 

you supply such a statement? 

Pardon. 

I am asking you who, to whom besides Mr. MeLeod do 

you supply such an operating statement as to the pipe~ 
line division? 

The operating statement of the pipeline division? 

Yes. 

We sometimes forward them to Mr. G. He Smith of 
Toronto, the Chairman of the Board. 

Sometimes or regularly? 

I believe there are some regular statements go down. 
So that regularly, once a month, a copy I assume of 
your operating statement that reflects the cost for 
that month cf operating the pipeline division, trans- 
lated into cents per barrel, is forwarded to Mr. Smith 
of Toronto? 

No total cost, no. 

Beg pardon? 

No total cost. 

Well is it translated into cents per barrel? 

Yes. 

It is and you still maintain that that statement would 
not be, would not indicate all of the relevant items, 
it would be incomplete? 

It would be incomplete. 

THE CHALTRMAN: Do you say that that sBtatenmait 
was monthly, that was included in the question but 
there were other things in the question, is that a 


monthly statement to Mr- Smith? 


ManVYh i.” 
i ‘ie i i oe 
sf aan hy ob Poet out r oe agitnns at. Cy Geel + cone 


Goanye Eee bed Ce, a ee yi nee 


‘s 17, pe M4 ve | Pe ge Rie nner a ‘2 re lt, apna e 


" eee 
' £ ; fy c 
| of se MELE AM erie dae a ood 
mPa? Bo: aot . % . Ay ea ba) teed Cito - son , 
Ane eee a ae taka a mis a a oe 
; ide wee ea PRA ae 
| ara @ae OF Ae AES aye iets ne rT) ee 
A aSe 6 age a et a Sy eee oy AP a ie oer 
eae : 
Me 
alt ’ ad 
«= 1 ek . . s 
ma POOL ALT ED athisgurey sats ’ ee 
rot We = : cy eee rs aca at eel mee “4 cess ae casatacrc i be Bi pate és ‘ 
ye ha Uae aaah ae Se sR ae MER Oa 4 Sse» My, 
| a i 
i 4 f 


we , y e . 6 
i ep 
mn 
: \ j raf re 
’ i Ps PD Na Tak 4 
Hi ‘i . 
\ &, 
\ 
am, 4 M 


i =i Pee eae SMa fi ee anne * ere sa 


a F ab gid 
vf a Ser a a atte ot he Oe Pi es Ue i i F 
; ua) ay eae re eb We rk ne ad silliest 
c So gu ML os F ee NAGA: sad mp ut dene 
f r - “ ve as - % 7 rf Sa al nN i aa 
wo 2 SS te fat ; Lae si r 7 ry v4 Be he P vice! ; 
J A a, + fee t ’ iss 1 J i, } 
er a hae ee ae He sere 


Pe cd, 08 Meee ee a sR 


I a | fe | a. goon coves 7 
ele 


Au 


Msrtaed aT ARS Y: Og ake tale cite aa 

| a = ane i ne 77 Bhan 
" PMD we ne 

Seeaetate teats tit nts eo ic 

ES teh ae ee Aes ea Tbe a fas pervs 

dt Sates let ant to~. fi ee 


Ae n ta? ts 
pes ef Pes, ad lad : 


3 


BPs OK Eas poy wi 


+ 
3, Set we. ieee ee 


en ki nd Hebuke + Bw deg ? 


Pe Pe 


. 


“ay 


1 eed 
Whe 


f.H.-Burns 


- 4057 - 


A Yes. 
THE CHAIRMAN: | All right. | 
Q@ MR. PLOTXINS: So that what would be the 


purpose of you or your department sending te Mr. 
Smith, the President of the Imperial Oil, a statement 


that was incomplete? 


(Go to No. 4058) 
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what would be the nurpose of it? 

Yes, would not you normally: expect Mr. Smith would ask 

you to give him a complete, or at least a statement 
respecting the total costs? : 

Well, I do not know. He has not said anything about it. 

Is this statement mailed to Toronto? 

Yes. 

Coming back to this manual, has every executive officer.,.... 
THE CHALRLAN : Excuse me a Minute, Mr. Plotkins. 
Would it be like unto Exhibit "157", Mr. Burns, this 
statement that goes out to Mr. Smith? 

As I recall it, it contains a break-down of the costs of 
the oil gathering lines expense and trunk lines arene. 
Now, what it contains beyond that, I do not recall at this 
moment. It just shows labour so much money, and repairs. 
Maintenance, repairs, labor. 

Lweipooce lit WOuLd be YSimple sto. Drociee, one von those sheets? 
Yes. 

MR. COMMISSIONER LIPSETT: Has it been shown to ir. 
Morrison? Has he seén’ it, do you know, te. Burne? 

1 e@annot. say. 

Se PRAT LEY + No, Mr. Morrison has not seen it 
and I would at the proper time ask to see that. Will you 
bring those kind of statements té us, ifr. Burns? 

Yes. 

DR. FLOTKING: Were you here when I questioned 
Mr. Coultis along the same lines in regard to the break- 
down of his operations? 

I do not believe I was. No. I was here several times 
when you were questioning Mr. Coultis. 


If I remember right, Mr. Coultis stated to us that he did 
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receive a statement periodically that vould enable him to 
know or to weigh the efficiency of his operations? 


Yes. 


oe 


From month to month or from year to year? 


I recall his evidence, he having said he reseived a state- 


by» 


ment. 


And later it was said there was no such statement in 


ee) 


existence. Somebocy's evidence, I do not recall who it was. 
wR. FRAWLAY: Mr. Coultis explained, I think 
it was not a statement, that he just had access to certain 
costs and information when he asked for it. 

WR. NOLAN: He said he would receive it af 
he asked for it. I remember that expression being used. 
MR. PLOTEINS ; Then I am wrong jin. thet respect. 
TH: CHAIRMAN: kop, \Coultis: in’ offeriue nus 
evidence the next morning, I think, qualified that 
impression that might have been gotten from the »revious 
Cy. Jenico t Ghink bocan take .it for granted thaviine 
evidence of Mr. Coultis is that he does not. get any state- 
ments but he has access to the books and can get any 
statement he wants. 

Q MR. PLOTSINS: This manual you have previcusly 
referred to, is: there such 4 manual provided for each 
executive offieer of your company? 

No not Tor each fexeoutive officer. 
Is the president provided with a manual, or the manager. 
In this case it happens to be president and general manager? 


I believe they come addressed to him. 


b> 


Q I mean a copy for his guidance? 
TH!: CHAIRiIAN : He gets them all, the witness says, 
and distributes them. 


Q MR. PLOTKINS: So that, apart from your manager, 
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wm 


there is one for thS general manager, having to guide him 
in his operations? 

Well, we have said he gets them all. He gives me one. 

I do not think you understand my question. 

TH CHAIREAN: It is just the ore manual? 

Just the one manual. 

With all the instruction sP 

Yes. 

MR. PLOTKINS: And does the manual cover all 
the operations of the company, of a company such as yours? 
It contains instructions for the preparation of balance 
sheet and income statement and what should be included in 
certain accounts. 

THE OHATRMAN: Instead of spending a long time 
on it, would you have any objection, or would Mr. Nolan, 
to producing such a manual. It is general instructions 
under which you act? 


TES, Sar. 


THE CHAIRMAN: Is that satisfactory, Mr. Nolan? 
MR. NOLAN: Yes. 

TH: CHATRMAI: Then we can drop that, as to 
what is in the manual. It can be produced. 

WR. PLOTKINS: Are you, guided in the final 


preparation of these operating statements as they are 
sent to Toronto, are you guided by anyone else outside of 
the Royalite officeas, In other words, what I mean is 
there anyone sent from New York or Toronto to you or to 
your office tmt assists you or directs you personally in 
making the farmal records to be forwarded to the Toronto 
canpany? 

With respect to the Royalite 0j1 Company? 


Yes, with respect to any of the operations of your company? 
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You are speaking now of the Royalite O41 Company? 

The Royalite Oil Company? 

No. 

Thanks. That is allt I have to ask. 

THE” CHADRNM SN ° ; Any more questions? 

@RY COMMESSTON:R LIPS CIT: op, Burns, just one more 
question. i gather with reference to thts sxipige" 157" , 
that avereat deal of these indirect allocations fram time 
tO time had to be estimates or guesses, that is, in 
allocating the indirect exnenses? 

TDG Bsye or recG,) Sir. 

At the time you were doing them, if you had any doubt, 


was it your practice to consult other officers of the 


company or the auditors so as to make the best guess that 
was posible at the time? 

That is correct. I could consult with any of the engineer- 
ing or field staff to give me any information about these 
matters. 

And your guess was a fair and honest and accurate guess, 
aaLarrsenyourcould make at’ thetimein Yowumadéeritean the 
best interests of everybody? 

Well, .yeS.s it yrperhapsy; ‘did not consider such questions 
as availability. 

Then when the estimate or guess Was made you sent that down 
each month in the statement to Toronto, is that correct? 

I cannot say as to that, whether there is any Baan s- 
Lysaid it .does pare an a proportion of the indirect 
expenses. Some portion. 1 am mt certain. 

And tht was done on as fair a basis as you  eould.as 
secretary-treasurer and as head of the accounting branch, 
as you could ascertain at that time? 


No, I would not say that. 
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Was there something..... 

it was purely to give them, to inform them, to give them 
an idea of how these operations were going. They are not 
intended to be complete in any way. 

Where you did distribute the indirect costs, I take it 
you did it as fairly as you saw it at the time? 

No. I cannot say at this time. Ido not know what 
pndUrect costs it does contain. I would have to peed 
the statement. 

wo rer 25 yOu proportioned the indirect costs did you do 
that according to the best of your judgment at the time? 
Noy 2 woubd-not say that. It did not take into’ con- 
Sideration, as I have just said. 

MR ANOLAN What the Commissioner said 

is forgetting the items that are not in it and thinking 
only of the items that are, did you use your best judgment 
of the allocation of those? 

Well, it may have been some instructions that we got, 
some Way of splitting, I do not know. I cannot say. 
That is what I gathered. You want to know. It Was on 
the information that was given to you by someone who 

was in a position to know? 

Yes. 

MR. COMMISSIONER LIPSETT: Did that include instructions 
fromthe auditors of the company at the time? 

No. No, the auditors would not be concerned with inter- 
office statements. I doubt if they have seen them. I 
do not know much about that. 

I thought the manual under Which you acted, in general, 
was....perhaps, I am wrong in understanding - that that 
was obtained or provided for the company by the auditors? 


That is right. Well, it is provided to me by the Imperial 
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Oil Limited at Sarnia. I believe that they in turn 

get their instructions fron the Standard Oil Company of 
New Jersey in New York, and it, as far as I know, contains 
no instructions with respect to the splitting of adminis- 
trative or indirect costs. 


Now, each year as the accounts came to be audited , were 


the auditors conversant and fully acquainted with the 


methods that were adopted of splitting these indirect 
costs and various other matters which appeared in your 
books? 

Yes, but the auditors are primarily concerned with the 
costs Of operating in total for the preparation of the 
income stitement and the balance sheet and only 
Secondary are the yiconcerned with, any) splitting) as 
between departments. 

I quite appreciate that, Mi. Burns. Buty im gener@iy yt 
take a%5 the) auditors and yourself and all the officials 
tried to do this as fairly as they could between depart- 
ments? 

No, I am afraid that not a great deal of serious thought 
has gone into splitting these expenses in the past as 
between departments. I have found that out in this 
investigation.: It has not been necessary for us to do it. 
There is no one has been sufficiently concerned about it 
for to...<..Which would make it necessary for us to 
concentrate too much on these splits. 

TH CHAIRITAN: You, say in iefiect ali iyou! man ted 
to have was a rough idea of what each department was doing. 
That you were coneerned primarily with what the company 

as a whole was accomplishing with the adventures it was 
taking on? 
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and SO your minds were never really directed to a precise 
and accurate determination of what should be charged anto 
gach department? 

That is quite true, sir. Until this Commission started 
I did not realize the many intangible things that should 
be properly considered in the costs of any one department. 
The Commissioners are getting a great deal of light too. 
MR. FRAWLEY: This last inter-change of 
questions and answers puts it a little better than you put 
it a moment ago, that it was not complete in any way, 


the statements you sent down to Mr. Smith. You’ did not 


mean to go that far, did you? 

Complete in any way? 

Yes, you answered Major Linsett that they were not complete 
in any way. It just occurred to me it would be an awful 
Waste of time sending them down if they were mt complete 
in any way? 

I would say any department is not complete. 


There] thinki ine view of the questions .Lyasked, yourngust 


now I know what you mean. That is all. 
THe CHAIRMAN: My. Harvie? 

MR. HARVIE: Nothing. 

THE CHATRMAN: Mr. Kolb? 


MR. KOLB: Nothing, my Lord. 
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JAMSS McGRATH, recalled:- 
Q BY URe PRAUGLEY: Mr. McGreth, you are still 


under oath. I want to call your attention to the 
Montana Oil and Mining Journal published at Great Falls, 
Montana, Saturday, February 4th, 1939, and strange as it 
may seem we seem to have some posted field prices for 
Cutbank crude. You see what appears here on the mast 
head of the paper. Posted Field Price, Kevin-Sunburst 
90 cents, Pend'Oreille 80 cents, Cutbank 1.10, Cat 
Creek 51.16. I also call your attention to a record 
of the daily production statement with respect to 
the daily production of Monteana-'-yoming, week ended 
January 28th, from which it appears that in i.ontana 
thers was a daily production at Cutbenk of 8,280 
barrels, Kevin-Sunburst 3,650 barrels, Buckley Border 
110 barrels, Cat Creek 520 barrels, Dry Creek 925 
barrels, Lake Basin 10 barrels, Pend'Oreille 670 
barrels. First of all have you any comment to make on 
what appears to be that the posted field price in Cutbank 
is. Slel0,ea barrel? 

A No, I have no statement to make. As I mentioned before 
our Company feel that Cutbank crude can be bought for 
95 cents a barrel, and it has been purchased for 75 
cents a barrel. 
lite, PRs Lys Mir. Chairman, this is 
only part of a paper. 
THE CHAIRUAL: You have read into the 
record, haven't you all you want from it: 
lithe ThA ALEY.s Yes. 
TH Cust aAn: The witness says he does 


not know anything about it. It is just of no value. 
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WR. FRAWLEY: We have other posted field 
prices published in other periodicals. I am not urging 
that it should go in. I do not think we should get down 
tO Clippings. If I had all the, paper perhaps I); snould 
ask to file it. But perhaps that is going a little too 
far. 

3) Mr. McGrath, if you had taken y1.10 instead of 80 cents, 
90 cents and $1.00, it would of course, throw these 


calculations of yours out? 


A It would change the calculations, yes sir. 

Q YVould it still keep our crude out of Regina as ageinst 
Cutbank? 

A I do not know, tir. Frawley, what that would mean without 


going through these calculations againe It would change 
the line between Sarnia and Regina. I do not Know. We 
would have to go through that all again. 

Q It would certsinly affect these calculations you have 
given us of course? 

4 Yose 

fe Before you go - because somebody said you were going 
away tonight - you hav: done all you o&n towards 
telling the ppntite akon the number of barrels that would 
be ‘backed up to Turner Valley if Illinois crude took 
the Manitoha area‘ 

A The statement shows that. 

Q I want to be clear there is nothing still forthcoming 
from you about that? 

A No. 

s You have referred to chart No. 1, sxhibit "140", which 
shows 2,233 barrels would be backeo if. 


A As shown on Statement No. l.- 
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games MeGrath. 

Q Under all these conditions set out in Chat No. 1? 

a Yes. 

Q It also follows, does it nee enn : 

A Did I say it would be ta cked up, or did I say whether 
the producers would Ake eeee. | 

0 Oh yes, certeinly, you said that, and I understand that 
thoroughly. So if we take »1.10, even thinking about 
the Manitoba area at the moment, there is a varying 
of one factor and another, and Montana does come 
into that picture does it nots 

A Yes. The territories alter. 


So if some of our crude was backed up there would be 


BD 


less backed up if we used the »1.10 posted field price 
in Cutbank? 

A I cannot answer that. 

@ I thought perhaps you could sey there would be some, 
but I am not asking you how much at all. 

A I do not know. I would have to go through the galcul- 
ations. These territories would have to be redrawn 
and re-alighed? 

Q That is all I mean. vould there be some re-alignment 
as you now see it‘ 

A Yes. AS I see it now. But I would have to study the 
problem, and have our people work on the problem. 
There would be a ren~alignment of the yellow area, on 
the Manitoba area? 

A Yes. 

Q Viould you think there would be some less number of 
barrels backed up? 

4 Now wait e minute, it would change this line. As these 


Costs go up at Regina it changes that line. I do not 
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James McGrath. -4068- 
know what volume is concerned. i do not know what the 
freight structure is in thereh It would depend on a 
study of all that. 

Q I want a general picture of it, but do not even answer 
my general questions if you think you should not. 
I wondered whether or got it would so change the 
areas that not so much crude would be backed up out 
of the Manitoba area as is backed up by your Ghart No. 
1? 

4 Well I would prefer not to guess if 1 may say so. 

G THE CHATRMAN: I do not understend that. 


I do not know why it is a guess.. You took certain 
prices in Montana didn*t you? 

A Yes sir. 

Q If it transpired that you were guite wrong and that 
the prices that obtained in Montana were higher, namely 
the difference between 90 gents and 41.10 for example, 
would that not of necessity - not aS a matter of guess- 
work — have a favourable effect on the Turner Valley 

production which would be reflected in any new Chart 
you were to draw, based on that new knowledge. 

A Well I am sorry, sir, I cannot answer that for the 
Simple reason that as the price of crude goes up at 
Regina, it changes the line between Sarnia and the Regina 
refinery. I cannot answer that. There is the freight 
considerations there as well as the volume, and I cannot 
answer that, sir. bi am sorrye 
Ve. NOLAT: Of course, Mix .Ghairman, 
what we say in evidence is we can buy this »rude in 
Montana at 95 cents or better? 


A Yes. 
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Q We said that publication the other day did not show 
a posted field pride. But this publication doesi 
It does not follow, however, we have to buy at the 
posted field price. ‘“e may be able to get it for less. 
TH CHAIRMAN: I am putting something 
Gifferent to the witness than that. I put it to him 


that assuming it were an established fact they had to 


pay «pl i 8 ® 
bie NOLAN: Yes, assuming that. 
THE CHAIRMAN: YeS, Which I asked him 


to assume with me, would it not necessarily have an 
effect favourable to the greater production of Turner 
Valley crude in any new picture he were to make, based 
on that new knowledge. 

M2. NOLAN: Ls the Purner Valley 


territorial Line moved further sast? 


THS CHAIRMAN: Yes. 
Litte NOLAT’: Yes,I understand. 
Tu CHA TIRMAT: Because the price in 


Montana is one of the factors he is relying upon in 
making that map at its highest 95 cents as against 

@ suggested price of »1.10. 

Les NOLAT: But there is the other 
end of the story too. Because is it nota fact, 

Mir. iicGrath, that the encroachment of the illinois on 
to our ‘iestern Canadian territory, depends again upon 
the competitive price of Montena? 


A that Js Tight, sir. 


so 


Then if Montana goes up, or is up, we will say to 1.10 


a barrel, what effect has that got on what we oall our 


yellow area on Chart 1? 
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James McGrath. 

A It extends the yellow area. 1 presume it does. -1.'do 
not know until e study is made. I presume it does. 
The indications are that way. Do you agree with 
that, Mr. Cottle, from your understending of these 
statements? 
THS CHAIRMAN: As Montana goes up? 
Miz. NOLAN; As Montana goss up 
the green area diminishes. 

Q THE CHAIRMAN: It does not extend the 
Turner Valley you think eh? It just extends Illinois? 

b These areas change. Yes, that Illinois area would be 


extended. 


Q Mae NOLAN? Vestward? 
yy Westward, yeSe 
Q hie. COMMISSION: LipseTt: Take Turner Valley and 


Montana first, lir. iicGrath. If your premise is based 
on Montana crude at something between 60 cents and 1-00 
' and in fact tne price is $1.10, does not that equally 
extend the area of Turner Valley crude as against 
Montana, both locally ahd into Saskatchewan? 
A Not in competition with Illinois crude. 


Never mind +llinois for the aoment. Take Montana. 


&D) 


You say Montana is a factor at Regina. Now as far as 
your Chart dealing with Montana is Goneerned, if your 
premises are all wrong and that ane posted price or 
the actual price is {j1.10, does not that increase 
the Turner Valley consumption as against Montana? 

Q THE CHAIRMAN: “hich is its competitor 
at Regina, we hear? 

A ‘ell it cannot increase the consumption on account 


oF the at Mnoisvermie..eir. The Jllinois srude is 
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the one that stops expansion. 

Q Mi. COMMISSIONS: LIPSETT: Does that mean we can 
disregard Montana altogether as regards Regina? 

0 THi CHAIRIBN: Yes, and it does not 
matter whether the pested price or the price obtainable 
rether, is up or down? 

A No, we are talking about that area, sir. Et you 
are talking about values - are you talking about 
values or quantities? That is what 1 must first 
get clear. 

Q Mae COP ISS! OMAR LIPSot?: You are saying there 


is a threat to Turner Valley orude from two sources 
Pele souicr ib, one rrom iliinols, and one from 
Montana. I-am asking you to deal first of all with 
the threat from Montana, as to which you have given 
us figures on which your vhole assumption is based. 
If those figures are incorrect, proven to be icerreet 
so far as Montana competition is concerned, does not 
your fear disappear? 
A May I put it this wey. I have based figures on 80 
cents, 90 cents and $1.00 Montana. 
Q Yes. 
A Now as it has been suggested tere that the price may 
be 31.10, that would increas? the competitive value 
of Turner Valley crude for Calgary end Regina areas 
but at the same time it would permit illinois crude 
to extend further into the tegina area. 
Lik. NOLAN: Then the green area shrinks 
from both ends? 
A Yes. 
Q TN. CCMTISSIONaR LIPSETT: The green area might ahrink 
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James McGrath. 


as regards Illinois but sti!l Turner Valley have a 
much greater consumption if it puts out the Cutbank 
Montana» ‘/ell, we are only arguing around a circle. 


& Met. NOLSN: But Mr. MeGrath, you 


i: 


cannot pay {,1.10 and cut Montana crude out of all 


this green areat 


v-) Oh no. The Montana crude comes into that green area. 
Q To an extent at least of paying {1.107 

Mi. FRALEY: To some extent you meen. 
q MR. NOLAN: | To some extent at »1.10% 
b Yes. 
Q The question asked you what the extent is that can 


only be worked out by making a calculation on the 
basis of $1.10? 


A That is right. 


3) 


Vhat you are saying to the Commission is that green 
area now allocated to Montana crude would be narrowed? 


A That is right. 


Q By the increase in the price of Montana‘ 
A That is right. 
Q It would be narrowed on the ‘.est by the encroachment 


of Turner Valley into the ‘estern part of the green 
area, and would be narrowed down sast in the Manitoba 
end by the encroaghment of the Illinois erude. It is 
pinched, that is right is it not’ 

A 7.00. now Know....L.do mot.,just follow .you- 
MR. CCi7°ISSIONSR LIPSETT: What I am putting to him 
is Montana would be pinched by Turner Valley? 
ER. MOLALs Montana is not here yete 
The question is whether this area of green which has 


been allocated on these charts to Montana, would be 
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James MoGrath- 
the same at yl.10 or 80 or!'90 cents. The answer is 
it would not. j 
MR.COPTISSION AIR LIPSSTT: The green is not allo- 


cated only to Montanat 


MR. NOLAN: YeSe 
& MR. COMIISSIONSR LIPSETT: Is there any Turner Valley? 
g2) The areas on this map, the pink area and the green area, 


the green area is on Cutbank and the yellow area is on 
Illinois crude. Now we come along end ve put Turner 
Valley crude on top of that and say what we can afford 
to pay for Turner Valley crude foi those areas. 

Q The green area, as I understand it, is only Montana 


on the basis of 80 cents, 90 cents of 1.00? 


A That is right. 

Q Not at $1.10? 

A That is right. 

G There is one further point I want to put to you, Mr. 


McGrath. I touched on it once before. You are speaking 
now for the Imperial Oil. You say you are neither 
producers nor transporters, but you are buyers of crude 
OlLs 

A That is right. 

Q Your whcle evidence is based on what you can buy crude 
oil at? 

A That is right, sir. 

Q And as such buyers of crude oil, does it not follow that 
your Company is vitally interested in getting as low 
transportetion charges as are fair and reesonable for 
the crude oil that you buy? 

& Vell I oannot answer that. That probably will come 


under policy matters and I cannot deal with that. I 
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am just dealing with the facts as they are today, 
wr. Gommissiioner. 

q Does it not follow from the sort of evidence that 
yourarcheiving us; that/it. is of vite impor tence 
to Imperial, in their oapacity of refiners, that this 
pipe line rate should be as lov as reasonably possible‘ 

A “Yell as I say I have dealt with the fects as -they 
are today. I cannot make any statement as to the policy 
of the Company in these matters at all. I just dealt 
with the facts. 

Q i CHATREAN: You say it is economically 
sound to buy in the cheapest markets, but you ere not 
sure it is economically sound to get transportation 
as cheép as possible? 

A Iam not saying anything about transport: tion, Mr. 
Ghairman.e Iam telling you the facts I had. I cénnot 
set hypothetical freight rates or hypothetical pipe 
line rates and arrive at these values. I can just 
work on the facts as they are today. 

Q If you are refiners, the Imperial wants the erude oil 
at the lowest possible price at their refinery in 
Regina and in Sarnia, whatever methods are adopted 
to get it there? 


A That is right. 


(At this stase the Hearing was adjourned until 2 P.M.) 
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2:00 =. M. Session. 


=aDHVARD We. KOLB, having been first duly 


sworn, examined by [ir. Frawley, said: 


C Mr. Kolb, you are the secretary of the Alberta Petroleum 
association? } 
A Yes. 


And that is an association made up of what kind of people? 
The operators, and of companies directly connected with 


the industry.. 


Q The pesrpisan industry in Alberta? 

zy The petroleum industry. 

Q Chiefly, I take it, the operating companies? 

A That is right. 

Q The companies presently producing? 

A bri lrg. 

Q Or searching for production of petroleum ip ieeen 

A That is right. 

Q Now, Mr. Kolb, do you meke it your business to gather 
Peilormagion With respect to the prospective drilling in 
the ‘Turner Vaitley? 

& Yes. 

eh and have you gathered somé information with respect to 
the prospective drilling in Turner Valiey for the year 
1959? 

A For, we issue monthly a statement which is called a 
"Progress Report® and gave to set forth the possible 
drilling operations for the coming say sixty days, not 
for the year. | 

Q For the coming sixty days? 


Yes. 


And have you gathered some information for the, as to the 
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prospective drilling, p ssible drilling for the next sixty 
days? 

Yes. 

Well, will you tell me what that information is? 

Now, that information, we understand, is mostly hearsay, 
our office is a meeting place of different operators. 

WR. NOLAN: Don’ Let that bother, vou. 

biR. FRAWLEY : No, my iriend says oats er 
that bother us at all? 

and-we endeavour to find out by contacting the people 

What companies are going to drill within the near future. 
When you say "hearsay" ado you endeavour to contact the 
people wh are actually to become a producer or the 

people who are drilling? 

Tey is Tent. 

Or contemplating drilling? 

et is rient. 

In Other words, is it as reliable as you can sbtain? 

Wee, there is only one realiy reliable, and that’ would we 
at the Conservation Board where they take out the drilling 
permits, but the information which we get is usually 
considerably in advance of their calling upon the Conserva- 
tion Board for a permit. 

Yes. tow, the informetion which you have, I suppose, 

in certain instances, you have notice of Whether or not 

a drilhking permit has been issued, is that part of your 
information? 

No, we do not bother about the drilling permits at all. 
You do not bother about thst? 

No, we get the information as to where the wells are likely 


to be drilleé and by whom and when. 
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Q and you get that, you say, from the people, from the £4 ms 
themselves, the companies themselves, when you can? 
A That is right. 
Well, in my subsission, My. Chairman, we might see what 
the information is and see what it amounts to afterwards. 
TH CHalR:AN: On, Do think: so. 
Gy MR. FRadgdLiY: Very well, Mr. Kolb, tellus 
what information you have with respect to the prospective 
erpiviang in tre Turner Valley for the next sixty days, or 
Whatever period you have? 
Here is the field Progress Renort for Jamiary and February. 
1939? 
1939. 


Oo FP Of PF 


Yes? 


> 


we «set forth the names, now, this was prepared, you understan 


December Z3lst. 


© 


As of Decettber Sligt} 1958? 

As of December 3lst, this was prepared covering the months 

of January and February. It shows at that tine that there 

would be nine wells to start during those two months; 

seven of those have already started. Two others are 

supposed to be started before the end of this month. 

In adéitizon to that, between those two months and early 

Spring our records show that there should be seventeen get 

started before Spring. 

uy Now, do you include in that the information which ilr. Burns 
gave this Commission yesterday, that the Royalite would 
have eleven or twelve wells in 193597 

4 No, this report provides only for one, that is Royalite 39. 


In these figures you are now giving us you only have 
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provision for one Royalite well, and that is Royalite No. 
That is right. 

If you add to that, we will see what the gross figure is, 
you add to your, what is it, seventeen? 

Seventeen prospective, 

THE CHAIRMAN: Ig that over and above the nine 
Sreencwrding the nine? 

Over and above. 

HR. #RAWLEY: Over and above the nine you 
first gave us? 


Just a second, no, thst includes the nine. 


That includes the nine, so there are seventeen prospective 


wells between now and early Spring you say? 
Bhat is right. 


and then if we add eleven, no, add ten, because you have 


39? 


ene Royalite in, you will have a total prospective drilling 


programme of twenty-seven? 

Not until Spring, I think the Royalite budget would take 
Lor the year. 

Yes, then with that qualification, I want to get the 
Hoyalite welis in... .. 

nA. NCLAN: Just a moment before we out it 
in, the evidence is there has been & budget presented to 
the Commission which sets aside a sum of money which 
would be the approximate cost of drilling ten or twelve 
wells this year. 

MR. FRAWLEY: Yes, that is understood. Now , 
in these seventeen, with lr. Nolan's explanation, we will 
leave the Koyalite wells, ten of them anyway,: out for the 
moment, and these seventeen wells, I presume there are 


some of those wells where you have simply been told by 


the company that they have a prospect of commencing drilling? 
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a. A location selected? 
A And of the seventeen there have been seven started, and I 
| understand four more have taken out permits. 
Q Yes. Now, some of those companies, are there some of those 
companies included in that, that have still to be financed 
) before they commence their drilling operations, I mean I 
want to be fair about it? 
A I would say two, from my information. 
| Q Two from your information are not yet financed? 
| A No. 
| Q Are you including any Home wells? any Home? 
: A Just one well. 
Q Just one Home well? 
A Yes. 
3 You are just including one well for the Home, you have 
| some information about that? 
| me Yes. 
| Q are you including, so that I will be certain as to the 


kind of wells you are including, you are not including 
the Inland? 
A No. 
Q And you are not including West Turner 4? 
| A Yes, West Turner 4. 
Q You are including West Turner 4? 


A Yes. 


| Q I mean, however, you have included those wells because of 
informetion that you have heen able to obtain from the 


company? 


A And they have announced locations and in many cases started 


| cellar. 
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But to What extent sae of those companies still have to 
finance, that is the thing I want to ve as clear as I can 


about, you say just two? 


‘To the best of my knowledge, only two. 


MR. #RAWLEY: A rrbe hits 

TO MR. NOLAN: Mr. Kolb, you are the secretary 
of the Alberta Petrolewm association or Producers! Associa- 
tion? 

Petroleum. 

And that includes, as you say, all those companies operating, 
Sener Uri liing or searching Tor orl? 

Its membership. vroduces 94% of the total production. 

hee es ov, Nr. ROlD, you have occupied that position far 

s me time? 

Yes. 

You are familiar with the oil industry in Alberta, apart 
from the Turner Valley, are you? 

tes, (i think’ =." 

Perhips, you will be good enough to give us what information 
you have as to what driliing is proposed to be done in the 
Province of. Alberta in areas other than the Turner Valley? 
Well, there are five wildcat wells which are to be | 
completed by the snglo Company. 

Mr. Kolb, what are wildcat wells? 

Wells beng drilled in’ unproven areas. 

Yes, wells being drilled on what we eall the unproven area? 
Yes. 

They are being drilled by the Anglo Canadi2zn Com-any? 

Yes. 

Where are they? 


One of them is at Steevesville. 
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Where is that? 

140 miles east of Calgary. 

And to what depth have they got, do you know? 

They are reported to have contacted the lime at 3185. 
At 3185? | 

Yes. 

They have encountered no production yet? 

Not that anyone knows. 

bid they encounter anything in the upper horizon, any 
shoWings of oil or gas? 

Nobody but the company would have that information. 
That is quite so, one at Steeveeville 140 miles east of 
Calgary? 

yes. 

The second where? 

AG Milk River. 

And Milk River is where? 

It is south and west of Lethbridge. 

And what depth have they got to? 

2442. 

Yes? 

And they stopped drilling there after having contacted lime. 
Boes that mean they have given up hope? 

No, for reasons known tc the : 
Well, they hit the lime, you say? 
Yes. 

And stopped drilling? 

Yes, 

You do not know why? 

No. 

Vece ide uveme 2. third? 


The third is at a place called Savannah Creek. 
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Where is that? 

That is back in the Poothills south and west of Turner Valley. 
Yes? 

The fourth is at Castle River. 

What did they find at Savannah Creek? 

ney are Just starting. 

Pac tort Mp. Kolp, 1 am sorry to interrupt youy fae fourth? 
The fourth is at Castle River, which is south-west of Turner 
Valley. 
Yes? 

The fifth is at Twin Dome. 

What did they find at Castle River? 

They are still drilling. 

Do you know at what depth? 

The last reported depth was at 5200 feet. 

Mesewand une Lit th? 

The fifth one is at Twin Dome, which is near Aldersyde, 
no, east of De Winton. 

And what progress have they made there? 

heave oy got their latest drilling report.) )4  inagire 
they would be around 5200 feet. 

Now, what other wildcat wells are being drilled in the 
Province, ir. Kolb, besides the five you have mentioned 
of the Anglo Canadian? 
There is oné called Grease Creck. 

Where is that? 

16 ¢5 in the Foothills west of Innisfail. Another one is 
CON OU. see ie 

Have you the depth there? 

I have not the depth; only casually, I would say they are 


around 1300. 
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@ Yes. 
Another one is called Rum River, 100 miles West of 
Olds. The depth of that I would say about 900. 
Another called Clear Water structure. 

& Where is that? 

ell it is known as the Altoba, that is about 80. 


A 
miles West of Didsbury. 
Q And what have they encountered there? 
A Good indications. 
Q They got some oil? 
A Well all we have is what we read in the pa@erss 
Q Perhaps you will tell me what you have read? 
A Good indications. 
@ Just good indications is all you read? 
A Yes. 
Q All right, are there others Mr. Kolb? 
4 There is the ioose Dome. 
Q And the hioose Dome is situated where? 
A 40 miles South and West of Calgary. 
Q It was tescribed to us here before as being up the 


Bragg Creek road, up in that direction, that is right 
is it not? 
Thet is right, fea. 

Q Have they produstion there? 

A They have saall production at a shallow depth. 

Q At what depth? 

~E think it is around 14 to 15 hundred feet. 

Yes, do you know what tho production is? 

Only heresay. 

Well don't let that bother you, Mr. Kolb. 
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They claim to have in the neighbourhood, being able to 
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pump 40 to 50 pantere a day. 

Is there one well there? 

Yes, one well there. 

Are they drilling another? 

They are expecting to start another well in the 
Spring . 

Does that exhaust the "wild oat"? 

No, one called the Roxana, which is 20 miles South 
and West of niorley. They are drilling at 3920, re- 
Buming in the Spring. 

Mr- Kolb, are there not two wells in the Moose Dome 
structure? 

Nr. 

Beg pardon. 

No, the Roxana is the second, it is on the same 
structure. 

This ig the Pilling well? 

There are two there, but one has been practically 
abandoned. 

It is the latter one which is producing this 40 to 50 
barrels a day? 

That is right. 

Then there is the Roxana, are there any more? 

THE CHA IRi: AN: Why was the first abandoned? 
Mke NOLAN: Why was the first Moose Dome 
well abandoned, Mr. Kelb? 

Well they lost one set of tools and then finally a 
second and a third, which meant that they really lost 


the hcle. 


Yes, is this information which you are giving to me 


F Ps 7 en 4 
Re : sm et to “0 ce 3 ee > i : 
2 as a4 ty ee Q Ke - Be =H ue 
—7 aod -t ey ha Re +: ’ 7 ca i 
re at i Ree fies “4 KF: A 2 > a 
- ~~ a 2 : 
te eX pia an 7 ~ L > os “ x - ° 7 - 4 < 
+ badd ~ a, _ 
‘ . toe - eo i a 
~ = < ; = ; 3 ee 
Pig . : 
i Noes I x, . - . * . 
-- - . 2 . 
$ : ‘ Sa = 
7 : e j ‘ : 
3 o r 
Ce ; : : y . 
‘ ad z hoe 
t ~ ~ ' 
P : ‘ ase nm j nr 
— rR 2 i ; . 3 - 
ee 2 rome: = = os aos 
> " > ids st es 
ee cm 
Pe ‘ - ere t 2 
_ ; < 
: : - tee . 
— an = é 
Le We we = i % i . 
~ , ee ; ra eed 
} eae. 4 ont y , i‘ 
; at 5 . 
Ses sot ae) ; P cy : 
S j E ~~ . 
3 oan ry . % € 2 i . 
’ \ - 3 eer aad Said t 7 
mr Fie * Pe 
: e zx i 
: e 
> - +4 at <p-4 ~ a 
hy i, = 2 S w ; + 
-_~ oo = 4 ay * “| ; -- 
7 mt t “ a ~ 
: Le é a 4 5 2 a ae rope 
+ re C : ) 
a; a) ‘ay & ey - Fe, wal % $ x Ve 
ony a 7 D sus x 2 7 -+ a <1 
iY t z , a ~ cea a 
~ . $ ae i 

! : : 5 : 25 = am i . aay - 

i 2 5 es é = 
Se rae ? = a ta ta 2 aa 
= = = , ~! "gd : i in 

" 2 pet a1 Q 3 
end Tae) 3 fie = rag —. x = E 
; Ld os a nt — i £ 
ze ay w . : . | r 
7 Steed 2 e a 
=” a : j 
0 ted a a e v oe. 
zs a epee ’ 
4 . agit ' <é 
zt S we ; = ait 1 
on fa t mie Rah | al ons ‘ 
co = &. hes Re 
& ea - , 
— SS a : > = , 
4 ; az) ’ 
; e : 
A ~# 
; oa = rs 4 
: . os Set a 
i a # i? SA ‘ 
wd -”~ ~ 5 £ ys 
- oe ‘s = = 
= : ‘2 . dest > saat t 
; me fa : = to eS = 
—, rT . s ‘ 
ad et 3 hd te - al 
~ 3 vy ee : 4 QJ 4 


i or 
~~ pes Cc 5 ts . 
4 +3 Ed ef v= ay 
A teed > 
ter - pe 
‘4 ~ oO . 
i 2 
= . - 
3 aS © we 
* : on 2 
a te ba: a ; 
= a C3 age ’ 
A cae r 
— an 
rs. . a ra 
[eee op) rae ss 
= a ay 4 
4 os - 
5 oe 
. Z 
” = ‘ 


H.W Kolb 
~ 4085 = 


now in any printed fom, Mr. Kolb, that I cam get at? 

4 No. 

Q Or read or hand to the Commission, this is information 
which you have gathered here and there? 

A Well there is a bulletin issued which contains all 
this information. IE can give you one of those. Thon 
there is another called the Home~Brazeau, which is 
near Nordegg. They are 4520 fect, and then you have 
Other wells, I do not Know whether you want to call 
them "wild oat" or: no%,such as the New Valley, which 
has been drilling for many years and the Sentinel, 
all on the Kast flank of Turner Valley. 

Q How far are they away, what do you mean by the oS 


Lilank of Turner Valley? nc 
A On the nast side of the structure. 
Q Are they in what we call the Calling Valley? 
A Yes. 
Q Oh yes. we have heard of that, there are two wells drill- 


ing there, are there, the Sentinel and the New Valley? 

A That is right. 

Q Have you the depth of production or is there any pro~ 
duction? 

4 Yes, the Sentinel is 7315 feet, and the New Valley 
8450. Now we have another well known as the Weymarn 
well near Pinscher Creek. 

a Yes, near Pinchor Creek? 

Yes, it is 6432 feet, scheduled to resume in the Spring. 

Q THE CHALTHMAN: Are Sentinel and New Valley 
drilling? 


A Ne sir, not now. 
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Have thoy been for some time? 

A They have not been drilling for, I would say at least 
Six months. 

Q MR» NOLAN: Did you say they were intend- 

ing to drill in the Spring or do you know? 

That is the rumour. 

That they are or they are not? 

That they are going to start drilling again. 


Yes? 


br © & © & 


Then you have the Taber, what is known as the Taber 
field where they have started four wells but they have 
only production in one, of commercial quantity. 

Q And what is that production? 


E do not know, EF would say perhaps around 25 barrels a 


daye 
THE CHATRiJAN: 25? 
B06 
Q MR. NOLAN : Somebody suggested here that it 


was between 40 and 50 barrels a day? 


Mike FRAWLEY: What well? 
WRe NOLAN: The Taber. 
WR, FRAWLEY: 48, that is tho manager, lir. 


McDougall. told me, 48 barrels average lest year. 


MR. NOLAN: That is good evidence, lir. 
Chairman; 
Mik, NOLAN: All -pight, Mr. Koiny 

A There is still another one is the Marjon Maxmont, no 


recent drilling reports but the last beire 7430 feet. 
Q where is it? hr. Kolb? 


That is also in the Pincher Creek area, North in it. 
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There is another one there called the Marjon Oils 
No. 46 in the same arca, shut down for the Winter. — 
Would you like to go on into the Pouce Goupe or ; 
do you want the south end? 

I want to know all there are but if they are written 
down any place that I can put them in, you are read- 
ing from a bulletin are you? 

Yes, it is the Oil Bulletin. 

Ie there any reason why we should not have one of 
these filed here, Mr. Ktlb? vi 3 ” 

No, we can leave this one right with you. | 

Where is Pouce Coupe, are there any more to enumerate? — 
I think just two, in, dewn at the boundary, there are 
a couple of wells there. | 
Down at what boundary? 

The United States boundary. 

Where, in the vicinity of what? 

Del Bonita is in legal subdivision--- 

Give us the town. 

I would say South and West of Lethbridge. 

Two wells both called Del Bonita, is that right? 

Treat is right, and one of them is producing, reported 
to be about 40 barrels a day. 

And the other? 

At a depth of 5181 and the other is just starting 
called their No- 2, depth 175 feet. 

Yes? 

Then there is Pouce Coupe. 

That is where? 


THE CHAIRMAN: Wat was the last one you 


mentioned? 
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MR. NOLAN: That is Del Bonita, South 
Bast of Lethbridge. : | 

WITNESS: | Right near the Amer ioan 
boundary, and in Poude Coupe there are two wells, 
one known as the Batcheller Syndicate, which is 
stand ing until Summer; the other one known as the 
Guardian Oils, No. 1, at a depth of 720 feet. [I 
am sorry that is wrong, that depth should bo 2500 
feet. | 

26500 feet for that Guardian well? | 


Yes, and then there is the Ranchmen' s well near Alder 


syde, at a depth of "7240 feet which is standing idle. 
I do not know whethe r they will be able to carry on 
there or not. | | | | , 

Now what happens up in the Wainwright area, Mir. Kolb, 
what is there up there? ae | 

We do not get any report on the Walnwrignt areu. 

Well is this the Southern Alberta? © 

i? 8 “prinaipally Southern blbertc. 

You have no report but do you know yourself from your 
own knowledge anything about the auneneene area? 
Noe 

MR. FRAWLEY: I am filing an Exhibit show 
ing the 1938 production up there. Concer ning drilling 
development up there I do not know. 

WR. NOLAN: Mr. Kolb does not know. 

No, .f am not qualified to speak on that. 

MR. NOLAN: Do you know if there is any 


drilling development planned in Saskatchewan, lhir. 


Kolb? 
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No, I would not like to speak of Saskatchewan al- 
though I know from the press that there is drilling 
taking place. 

That there is @rilling taking place in Saskatchewan? 
YesSe 

Do you know where? 

No, I would not want to say where. 

What do you know about Manitoba? 

Nothing. 

Do you know if there is drilling there for crude oil? 
Not to my knowledge. 

You do not know about that? 

No. 

Well Mr. Kolb, is there anything in this bulletin 
whitch you do not want to leave before the Commi ssion? 
Oh no. 

Would you like to make an extract from it? 

No, there are plenty of those around town, you can 
get those. 

Without being a member of the association? 

Yes. 

Thank you very much, may I offer this, sir, it 
being the Oil Bulletin and it is dated the 28th of 
January, 1939 and it is more particularly known as 


“Bulletin No» 65"? 


(BULLZTIN NUMBER 65 
OF THE ALBERTA PET- 
ROLEUM ASSOCIATION 
PRODUCED BY THE 
WITNESS KOLB HERE 
MARKED AS EXHIBIT 
1159") 
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Q Mr « Kolb, I want to te quite clear about any of these 
compan ies, any of these prospective wells for Turner Valley 
I am speaking of now, where there may be some question of 
thetr having been financed or ‘having been completely financed 
sufficient to enable anyon: to say With some degree of 
assurance about when they will start. Would you mind just 
putting into the record the wells that you have included 
in your...whatever that figure was — of seventeen, and 
let me just make a note of them as you sut them down? 

da You mean those that are considered financed? 

& Yes, that you cali the See tales companies in 
Turner Valley? 


Anglo 4. 


& 


No question about that? 
Well, I would not like to give any opinion as to those who 
are doubtful. 


Q When you say Anglo 4? 


i 


We know of no reason why the names I am now giving you, why 
they would not complete. 
All right, Anglo 4? 

Anglo 6.° 

Yes? 

Calwin. Oommand-No. 2. 

You say Command No. 2. They are all ready to go, are they? 
I understand so. 


All right? 


> © FF © FF © PF & 


Davolite. 


iy question of financing there? 


7S) 


From information that cames to iie I would say not. 
el) Rie dag 


last Crest No. 6. 
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Well, now, you say that your information is that is 


financed? 
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iy information is that. they will carry on that well as soon 


as they finish the present one. They are dilling one 


at the present time. 


Well, all right, go ahead. 

Extension No. 2. Home-Millarville No. 3. 

Home-Millarville. Your information is that is going to go 
ahead? 

I take that, I make that statement having known that Colonel 
Spencer, he said it would. He was then president of the 
Home Company. 

Perhaps, I should call your attention to the fact, so that 
the Commission will know, of them having Wired me they were 
unable to make any definite announcement about their drilling 
programme. Pier olans have nou been comm leted. (vou 

say you went on what Colonel Spencer sait? 

He gave an official statement to the press three weeks ago 
that they would carry on with one or two wells; 

Yes? 

Royal Canadian No. 3. 

Your anrormation is that Royal Canadian will. ses: 

The derrick is up and men are working on it right now. 

Yes? 

And there has been published a location for Royalite 39. 
Yes? 

Valley Drilling Company No. 1, section 7, township 19. 

Yes? 

and Valley Drilling Company No. @. 

You cannot be altogether sure of that? 

They are under drilling commitment to the 0. & E. 
Copporation, to start that well within 90 days after the 
completion of the first. 


Ves. «nd that is, 1. suppose;,all one can say about that 
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second Valley Drilling well? 
fhat is all. 
Ohi as Sealey 
A Vantage, that well has been long shut dom but it resumed 
about three weeks ago. 
Q It has resumed. It is just commencing, 1S oem oe 
A They started about three weeks ago. 


@ They have mt got any depth? 


A No. About 700 feet. Winalta. 
Q Yes? 
A I was told yesterday that the Inland would likely be starting 


Within 30 days. 


Q Yes. My information was they were not financed when I made 
enquiries? 
A There: is « Vancouver trust company now that is, I understand, 


Pananmcing i. 

Q wih rient. a> ieyune List... ts 262 

A That is the bunch. 

& All right, thank yosu. 

Q, MR. HARVIis: Mr. Kolb, in’ speakingsr of 
these so-called wildcats, the wells thrt you havs 
enumerated, are ores, I presume, that cannot be put in 
the class of ever having been or immediately spt to be 
abandoned? They are more or less active wildcats, whether 
they are drilling at the moment or not? 

Ay Nothing but wildeats, all of them. 

Q But as far as your information is concerned, none of these 
wells you have enumerated in yow list of wildcats through- 
out the Province have been abandoned? 


None. 


T-have just made some nmtes here when I was listening to 
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your evidence. I did not hear you mention Green Valley 


well? 
A I overlooked that one, 


You might tell us where that is and what you know about it? 


A Green Valley is south and west of Turner Valley. They have 
drilled about 1400 feet in the limestone but so far no 
commercial procucticns "But they “are. saa. 

fhey are still drilling? 

They are continuing drilling. 


Do you knoW about the Range ‘sell? 


Pp PF 2 


No, 1 did not bother with that because it was considered in 

the gas belt. 

That is, anyway; where? 

A South and east, near the boundary. 

Q South and east of where? 

A Or Lethbridge. 

Q Uf ihethoridee. Do you kmow anything about ihe Battle Hiver 
area: 

ne No, we have mt concerned ourselves with that area as yet. 

Q@ Where is that rea? 

A That is near to the border in the Wainwright area, near to 


the Saskatchewan boundary. 


q In the wainwright ares? 

A In the Wainwright area. 

Q You kmw there have been some wells drilling in that 
district? 

A Mes, eit. 

G, Do you know of the so-called Lloydminster Deep well now 


beware drilled? 
A Only wht I read. I find the Saskatchewan Government 


Department of Lands & iiines h:ve made a test and they find 
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it a very heavy crude, with very little, if any, gasoline 
content. 

That is at the present depth? 

Yes. 

That is no deeper, generally speaking, than the other wells 
that have been drilled there? 

No, I do not know anything about the others. 

The name would signify, Deep Well, that the test is to ZO 
deeper? 

Well, it is not a very deep well. 

bos... but deeper than the other wells in the area? 

I say I am not familiar with those wells. 

Do you know anything about the drilling that is going on 
ay gina, or the production from that field? 

Poe Gis 

DO you know that there is sme? 

1 Know just through whet I get through the press. 

Do you Know just where...:. 

THE CH:IRMMAN : Where is Dina? 

In Saskatchewan, I believe, 

MR. HARVIE: For record purposes, I might say 
it is south, in Alberta, south and east of Lloydminster 
about $5 or 40 miles. 

That is all you know about that? 

MR. COMMESSIONER LIPSETT: That would be in Saskatchewan. 
MR. HARVIL: South and west, I should say. 
am SOrry. 

Yes, we have not concerned ourselves about that area as yet. 
You know there are activities going on there? 


Yes. 


In connection with Moose No. 1 well, just so the record is 
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kept straight, do you know whether that well has been 
abandoned or is being used for any purpose? 

A It hss been abandoned as far as I know insofar as attempt- 
ing to carry it deeper but they do take gas from it. 

Q In other words, it is a small producer of. gas with a little 
Snow ot “Onl ? 

A They take gas from that well to rump the No. 2 or drill 
then. 2. | 

YQ It was after they ran into mechanical difficulties they. 
decided not to devpen that and they started drilling the 
NO. Bowell? 

A phat ts, right. 

Q And have recently run into production? 
nat. rs right. 
How far would you say the Moose Dome, so-called, would be 
from Calgary? 

A By road or as the crow flies? 
We will say as the pipeline would run? 

A Offhand I would say about 35 or 38 miles, 


Q If anything, closer than Turner Valley? 


A Not very much. 

Q Approximately the same distance? 

A Not knowing, I would not want to say. 

Q You mentioned you were not very familiar with the develop- 


ment going on in Saskatchewan. Can you tell me anything 
about Many deYelopments that you have heard of or otherwise 
in the Maple Creek area? 


A No, I know nothing about that. 


Do you know if there is any’ going on there? 


Nos Peo not. 
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THe CHAIRMAN : What area? 
MR. HARVIE: Maple Creek was the first area. 
A | That brings up Saskatchewan again and we are not corerned 


in Saskatchewan yet. 

Q MR. HARVIE: I am quite concerned, ae I am 
asking you. If you do rot know just say so? 

A No, IL know nothing about the Vera district. 
To you know anything about the Vermillion well thatis 
being drilled? 
No. 


Near the town of Vermillion? 


A No. We class that in the Wainwright arca where we have not 
yet concorned ourselves. 

Q You know there is a well being drilled there? 

A Yes. 

Q That is all, thank you. 
MR, FRAWLEY : That 1s) Slo Mina! Koen. 

Q MR. PLOFKINS: I would like to ask a few 


Ree lores Mr. Kolb, can you tell us by whom are these 
wells being drilled? 
No, I cannot tell you that without my records. 

Q You know that five of them are being drilled by Anglo 
Canadian? 
Yes. 

Q What would you say,that the majority of the others were 
peing drilled by priv.te independent companies? 

A Yes, I would say so. 
Not Imperial 011 or their subsidiaries? 
No, I do not think the Imperial vil are concerned in any 


of these. 
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Q Outside of these five Anglo Canadian, which are being 
@rilled by Anglo REE A ace not by Imperial? 
Yes. 
What, in your opinion, would be the position if any of 
these independent wells were to develop commercial 
production. would they have a ready market for that oil, 
Panavou tell us, ian the JIieht of your experiences. 

A They would have a ready market if they had a fuel and if 


it were of marine quality, we would hve a ready market. 


Q what do you mean by marine? 
Fuel oil. 
Q You say if these wells were to develop or find a heavy 


grade crude oil in sufficient quantities to be exported 
to the Coast they would find a ready market. Is that 
what you are saying? 
I would think so. 
Yes. Well, have you calculated what it would cost to 
lay down this heavy fuel at the Uoast in competition with 
the fuel oil available there to the boats? | 
No. 
Would you, in your opinion, say it Would be feasible | 
commercially? 
MS i SUT. 

‘ay You would say it would be feasible, but you hawe never 
made any calculation? 

A No. 
TH: CHAIRMAN: Is that the market Mr. Kolb has 
in mind? You said there would be a market if they 
developed fuel oil? 
At the Pacific Coast. 


At the Pacific Coast. That is what you had in mind? 


YeS. 
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Q MR. PLOTKINS: And. you had no other market in 
min d? 

A Not of any consequence. 

Q. Not of any consequence, why do you say that? 

A #Hrom correspondence that we have had. 

Q dh t dO you mean by correspondence. what did you get or 
whet did you deduct fram your correspondence that would 
lead you to believe that Imperial or some other refining 
company Would not purchase this crude if it becmme available? 

A Well, I have made no deductions to the effect that the 
Imperial Oil would not purchase it. 


Q Then why would you say there would be no other market than 
the marine marke t? , 

A I mean by that- that the market 1 referred to was for fuel 
purposes, 

Q MR. COMMISSIONER LIPS&TT: Do you know what the price of 
this fuel oil is at the Coast, Mr. Kolb? 
biog L (do not. 
Does not the question of whether this oil could compete 


devend on what the orice of fuel cotl is selling at out at 


the Coast? 
rN Well, we would compete with the California product. They 
have to take it quite a long way. It would be necessary 


that for any shipments made to the Coast that we would 
get the wheat rate, the same rate that they have to-day 
for wheat, which would be 56 cents a barrel. 

For competing at the Coast? 

Yes, I have all that information, but not here. 


MR. PLOTKINS: I did not hears Did you say 


4¢t would cost at the wheat rate 50 cents a barrel to take 
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heavy grade fuel oil to the Coast? 


That is our information. 

I think Mr. Frawley has in front of him quotations for 
fuel oil at the Pacific terminal. If Mr. Frawley will 
be good eneugh to tell us what the quotatioms are we 
might compare that with the cost of 50 cents to lay it 
How, tO see 1f it.is practical. 

MR. FRAWLEY: Urnde o1) jor jiviediory, 

MR. PLOTKINS: No, there is a quotation for 
fuel oil. Bunker C grade. 

LR. FRAWLEY: You can find it a lot faster 
than I can. 

MR. PLOTKINS: | The -rate om ,C fuel, I am 
reading from the National Petroleum News, January 25th, 
Exhibit "145", Pacific export markets, Grade C fuel oil 
January 2rd. Quotations varying from 60 to 70 cents a 
Darrel. 

Where, at what point? 

Any of the Pacific quotations are at Seaboard. Los Angeles 
in cargo lots, cents per barrel, or barrels where other- 
wise noted. That is at Los Angeles. 

At Los Angeles, yes. 

I may clarify that situation further and say there is such 
a thing as a tank rate which governs these prices up and 
down the Coast. In other words, fuel oil Bunker © grade 
is quoted un and down the Coast at substantially the same 
figure so as to make the vriees competitive. Now, Mr. 
Kolb, in view of these figures and in view of the facts 

of your statements that you hve made, that assuming 

the railroads were ready to give you the grain rate, that 


you could lay down your fuel oil at Vancouver at a cost 
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of 50 cents. Would you say that would still be a possible 
market with only a 10 cent or a 20 cent margin? 


A We are not in there refining or marketing any of it at all. 


QQ 


But as a producer, Mr. Kolb, you woulda have to market your 
production. You would, naturally, look around to see 

where you could do so? 

A Yes. K@® Work in conjunction with a committee at Vancouver, 
with the Vancouver Bozord of Trade, who are concerned with 
the handlimg of steamship rates and so forth and any 
information pertaining to that we get through that 
committee. 


a Is that your information at the present time? 


A Wereove: NOG Dald uch “vrention to it, 

Q Moa are not in a position to say? 

A No. 

e) Peete wore Jiechter oul than fuel oil, end it is socsiple., 


Uaeib oo, vo find 39,. 40 and 45 eravity crude orl in 


Alberta in these wildcats? 


A Anything is possible. 

Q Yes, anything is possible, not only possible but probable? 

A Yes. 

Q Then you would have to find a market here in Alberta for 
that production? 
Less 
Where would you turn to at the present time with any 
hope of getting a substantial market? 

A We would out that up to the committee at the Coast. 

Q The comuittee at the Coast? 

A Yes . 


© What would you siy an individual producer would be Teeed 
with in marketing his »roduction? 


A I @m not able to say. 
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You do not know? 
No. 
sO that you are not in a position to tell w whéther all 
the crude would automatically come into competition with 
Turner Valley crude? 

A No. 
If I suggested to you that unless the Imperial and the 
British American were willing to buy that orude that 
there would be no market of any consequence, in which to 
sell your crude, would that be correct in your opinion? 

A I would not like to say that. 
Would you believe that it would be practical for the 
Imperial Oil or the British American to build a pipeline 
fro Calgary to any of these “*ildcats after they struck 
Oil in the first well or the seoond well? 

A LT have, not gone into that. 
In your opinion, would that be practical? Could you 
expect them to do that? 

A Well, it would be governed by the quantity that they found. 
if they, found. 200 barrels or 500 barrels; in other words, 
mm the imitial, stages of developing a Ticidiy. 2. 

A Edo wt. think they -would think of estabigshim aprpeline 
to a wildcat unless they were assured of a reserve. 

Q Then we come to the point where any wildcat proving a 
field, or at least any wildcat coming into production, 

would not become a serious factor until it had - until 

further development had taken place and proven the oil 
field? 

A I would not think so. 
And when that oil field becamc of sufficient importance 
then the refining companies would be faced with the 


problem of whether to buy that crude in preference to 
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Turner Valley crude? 


Or both. 


Or both. Is it your information, Mr. Kolb, that at the 


present time the Conservation Board regulates produoation 
of these wells in other fields besides Turner Valley? 

I would not like to say what they will do. That would be 
their business, 

It would not affect you as a producer? 

NO: 

Why do you say that, Mr. Kolb? 

Because we are guided by what they cause us to do, in any 
event. 

So that if the Board said to you "You may pro-rate your 
well in Brazeau in keeping With the total market, the 
same as wells are pro-rated in Turner Ten le teat eould 
not produsve except under those proration orders? 

That is right. 

So that the Board has the power to fix deliveries of any 
well or any field in the marketing picture of Alberta? 

I would think so. 

So that you are not free, after you have found the oil, 
to market that oi} as you see fit under the’ present 
Oonserv- tion Board oan ne ee, 

Well, you can market it according to the demand. 

You are free only to the extent that the Board allows you 
to.produce? 

and the demand for the product. 

Then the Board in turn fixes that pro-ration, basing it 
on the available market? 

I would say so. 


So that this Commission when it is cmsidering the 
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threat of new oil fields in Alberta as apylied to the 
earning capacity of the Turner Valley pipeline, should 
take into consideration the fact that these outside fields 
Will be regulated as well as the Turner Valley field. 
Is that your opinion of what you know of the Act? 

A I would not like to say what the Board may or may not do. 
Well, do you know whether it is a fact, whether these 
fields under present regulations will be regulated? 


A I do not think it has ever been announced. 


é 


is there a possibility and even a probability that if any 
of these indenendent companies developing the wildcat 
fields do find production. that they will sell to any 


burchaser twat comes along and offers to buy out their 


holdings? 
A iets S up vo chat perticular company. 
( Beg pardon? 
A I cannot say what any particular company is going to do. 
Q I mean in yomr experience in the past, that some company 


developed a wildcat - we have Turner Valley, for instance, 
to go by - and there was a big field, a prospect of a big 
field in front of them, they had pioneered and brought it 
to the point where it was going to be worth something to 
somebody besides themselves, well, has it mt been the 
experience that some major company has been coming along 
and offering sometimes considerably more than it would be 
worth to the party that developed that wildcat ind bought 
them out, hus that been your experiance in the past with 
Wet you Know of the oi1 business? 

A I have no direct inform.tion of buying .nd solling out 
eommanies. 


TH: CHAIRMAN: Any more questions? 
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MR. FRAALSY: That is all.. 
Re HARVIE: My, Kolb, in connection with an 


answer you gave, you mentioned that nossibly the only 
market for sny other crude 911 field would be the Coast, 
Sere Ly Or 1? 

ws .Tuel, oil. 

Yes, thst is what I understood? 

That would appear t be the most logical market. 

You possibly have heard the evidence given by Mr. sunro 
that he was using crude oil from Moose Dome, for which 
he was prepared to pay a premium over Turner Valley? 

No, I did not hear the evidence. 

That was his wevidence, he was doing that.. I am just 
suggesting that if some other similar fitld came in with 
Sane large production..... 

TH: CHAIRMAN: Mr. Munro when asked said 

that he would not continue to buy Moose Dome in preference 
Pomtiesovhers 

MR. HARVI:s: I think he also ssid there were 
other reasons besides business reasons. 

THE CHAIRMAN: No, he had »ersonal reasons for 
getting his oil through Becker rather than going direct to 
the well. 

WR. HaRVIi: That may be so. My impression 
possibly goes beyond the evidence. 

In any event, Moose Dome does produce a higk gravity crude 
oil? 

That is what I understand. 

And if it was produced in larger quantities would you 


think it would possibly, in same way or other, be able -. 
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to go into competition in the present market on the 
Prairies? 

If it produced a sufficient quantity I nouns say they 
would have to recognize it. | 

TH: CH--LRMAN: Moose Dome, is th:t? 

Moose Dome, yes. 

MR. HARVI@: The company is Moose Otls but 
the field is known as the Moose Dome. 

MR. COMMISSIONER LIPSETT: That is Bragg Creek? 

That is Bragg Creek, yes. 

TH CHaLRMAN: Is that what: you call Twin Dome? 
No. 

Twin Dome is quite separate? 

Yes, that is out on the Prairies and Mooss Dome is right 
in the mountains. 

Oh, yes, you did mention Moose Dome as well. Is Twin 
Dome an Anglo Canadian? 

That is right. 

All right, any other questions? 


MR. FRAWLEY: That is all, thanks. 


(Page 4106 follows.) 
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SAMUEL COULTIS, having been recalléd, 

examined by Mr. Frawley, said: 

wr. Coultis, you were going to produce the pipeline 

division budget for 1935, 1936, 1937 and 1938? 

NOU2959, Sir, 1936 on. 

All right, my notes said 1935, 1936, 1957 and 1958? 

he Si O6. 

You produce the details of the ohysical capital budget 

for the ver 1956 pipeline division? 

wes. 
(BUDG:T *RODUCED HiRi 
eer : AO EXHIBIT 

ihe’ next one? 

1937. 

these are the same details, capital budget for the year 

1937, pipeline department? 

Yes. 
(BUDGET FOR 1957 PIPELINE 
DEPARTMAN? HERG slARKED AS 
BXHGBLT "Let. 

Now, you have the same thing for 1938? 

1938. 

The details of vhysical capital budget pipeline division 

for L9oe6 

Yes. 
(PITELING DIVISIC: BUDGET 
FOR 1938 PRODUCED aND |, 
ARKED AS oxen INTER" * 0} 

Now, Mr. Coultis, you told us the other day you were not 


allowed to carry over any unexpended portion of your 
budget from one year to another? 
That is my instructwons. 


Now, can you tell by looking at Exhibis 4 Le0" (Tor 2956, 
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you budgettem for $48,400.00? 

Yes. 

any portion of that unexpended? 

Well, not that I know of at this date, sir. 

Nothing that stands out in your mind with respect to 
that year 1936? 

No,” Sir. 

sxhibit "161" for the year 1937, you budgetted for 
$568,000.00? 

Yes. 

Can you tell me whether any portion of that remained 
unex»vended? 

i ouLd not De able to! reca LIOituat this dateyl sien 
would be very difficult to say whether you snent $1106.00 
on the first item or the exact amount on any as item. 
this was our estimated at the time, the budget was 
prepared and I cannot recall whether we spent that 
exact amount of money. 

No? 

I -do not think it would be a balance by any means. 

You do not think there would be? 

We would be probably over or under. 

Very much, I mean, let me put it to you this way, do you 
now recall that you carriea over or returned unexpended 
any considerable portion<of your budget for the year 1957? 
cua not, elt. 


No, I presume it is fair to say if you had left unexpended 


? 


"any very considerable portion Of 104) Tate y Or tetany. 


thousand dollars, you would recall it, I take it? 
Veal “think d-would,, sim 
Now, the year 19358, that is last year, you budgetted ng) 6 


a total of $502,500.00? 
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Yes. 

And did you spend all that money last year? 

I think we went broke. 

You think you went over it? 

ess 

Mr. Coultis, 1 want to ask you something about that new 
tank you are building, that pressure t-:nk which is in 
your 19359 budget, because I was not very clear as to 

what use was going to be made of that tank, will you just 
tell me again briefly now what that part of your programme 
is exactly? | 
That tank would serve to store absorption plant products 
or any other high vapor tension products that cannot be 
stored in an atmospheric or low pressure tank. 

Well, now, what do you have in mind, you see, you have 
been transporting that same product for the Imperial? 
Yes. 

And the British American all of last year, and right nav? 
Yes, I have, sir, and all of that product, as 1, understand 
duawhas been processed in. ons imelineny. 
in what refinery is that? 

In the Imperial Vil refinery in Zast Calgary. 

That is what I understand too but then into whose tanks 
has it been going from the pipeline? 

I believe it has been going directly into the refinery oil 
company's refinery tanks. 

From the pipeline to the pressure tanks owned and operated 
by the Imperial Oil Limited? 

I would like to modify that statement to this extent, that 
it has been passing through the pipelines of the Royalite 


pipeline division into the yards of the Imperial O41. 
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Q Yes? 

A Then from that point it is passed through refinery pipes 
to some certain tank, wherever they desire to store it, 

Or nolL “1s 

Q Yes, it has beat drained off your trunk line in the yard 
of the Imperial Oil Company in East Calgary into their 
own pressure tanks to be looked after by themselves? 

A axactly, to be looked after by themselves. 

a Now, what change in the situation is there now which demands 
thet you build these »nressure tanks? 

A assuming that, sinoe the British American are building 
Sew ue y oss 3/6 

& Yes? 

A They desired part of that light product at their refinery 
it would possibly be necessary to store thet product for 
the two companies or any other company that might be 
interested in that product, or assuming that there is 
someone would bring to production a crude~naphtha well 

Similar to those white product wells in years gone by, 
where there would be a quantity of that product to handle. 

Q, Now, at the moment the Imperial is looking after their 
own requirements quite satisfactorily, they trke it 
away from you at the pipeline and store it and use it 
themselves? 

Yes. 

Meo.) Low, 1Ssit rig, would tere be anything wrong in 
assuming that the British American would want to do the 
same thing, that you would be entitled to tell the 
British American to do the same thing, take it away from 
your pipeline over here in the refinery yard and store it 


themselves? © 
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If they cando so there would be nothing to prevent them 
doing, it. 

No,it only strikes me that you should not, if I may put it 
that way, concern yourself with the British American, let 


them do what the Imperial is doing, you are giving the 


imperial what you think is fair enough service, are you not, 


why not put it up to the B. A. to do the same thing? 

The tank is put in there, sir, in the event that that 
problem would come up throughout this year. 

Hor some other people, it would have to be either the 

B. 4.2 Or some other person? 

Or in case itwas found necessary to store the products 
for all refineries or all purchasers or producers of that 
producti. 

I do mt know whether I am spending too much time on it, 
it may not be imnortant but I do not know why you would 
want to do anything more for the I. QO. than you are doing 
now, why not leave that situation as it is so far as you 
are concerned? 


iam not insisting that he change his plen. 


But he will change it if he thinks he can get you to store 


et for him, ‘asiyou are storing his crude for him) there 
is no doubt about that, =nd that you are paying him rental 
for, is there any danger of nim doing that? 

I do not believe any more danger than any other refinery. 
Well, do you contemplate, let us understand it, do you 
contemplate that he may make the Same use of this new 
tank that he is making of thc tanks which you arc réxting 
from him now? 

In providing the terminal service for..... 

Hoven 1.) Oat 


For other products. 
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Q Yes? 
A He might possibly. 


Q I just wanted to understand it. 
THE CHATRIIAN : Just where is that item to be 
f ound? 
MR. FRANLSY: : It is in te budget cpa loso. 


building a ten thousand, it is on page 3 of the, I am 
Poacine, Ol course, from Sxhibit "154" whieh ts the 
whole Royalite Oi1 Comp=ny'ts budget but it is the same. 
it is in the latter section of that, but that does not, 
Peto nov be directing you, to, that... Exhibit 134s 
for 1938. $20,000.00 the pipeline division is spending 
upon a 10 thousand barrel pressure storage tank at the 
pipeline terminal in Calgary, that is the item I am 
referring to. 

THE CHATRMAN: Yes, Siiirient. 

Q MR. FRAWLEY: Now, the only other refinery 
in sight which we have known of yet that uses your pipeline 
is une Lion Ofils, and have you had any serious’ approach 
from them, or have you had them seriously in mind as 
somebody who would want to store plant products at your 
refinery terminal? 

A I have never been approached to this date, sir, to handle 


that product for that refinery. 


y and if we eliminate no, assuming with me for the moment 
| that We can eliminate the B. A. and the Imperial, would 
you spend that $20,000.00 to accommodate the other 
customer, the Lion Ojis, for plant products storage? 

A If there was volume enough to justify that expenditure, 


it possibly would be done. 


Q Yes; now, do you anticipate enough volume of stcerage of 
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Coultis. -4112- 
plant product far Lion Okls Limited to build this 10 
thousand barrel pressure storage tank? 

One large naphtha well such as we have brousit. 1m. an 
that field in the past would justify it, providing it was 
required for any customer. 

Yes, that is what I am concerned about, not what might be 
created in the way of extra production, I am dealing with 
your relations with your three customers of which we know, 
at the moment? 

Yes. 

And outting aside, I am only 2=sking you for the moment 

t9 put aside any necessity to build this for your Imperial 
Oil, in view of nresent circumstances, putting aside any 
necessity of building it to accommodate the British 
American, let them build their own, now that leaves us 
wath your third customer and I only put it to you, would 
Moe buLld this particuiar tank end spend this particular 
$20,000.00 for the Lion Oils Limited's accommodation? 
Possibly if his business justified it. 

es . Well, now, do you anticipate or did you anticipate 
when you seriously asked the canpany for this $20,000.09 
that Mr. Plotkins' businezes would justify that expenditure, 
just his business alone, Mr. Coultis? 

Oh, no, sir, mm, no one company. 

MR. FRAWLEY: All right, that is all, thanks. 
TH CHAIRMAN: Mr. Coultis, you were to get some 
other things, you were to examine your Exhibit "154", 
Poa 8154", 1 think, your budge, and determine what 
was imnerative and what was contingent, heve you done that? 
Yes, "134" is the 1959 budget. 


MR. HaRVIE: May I interrupt and ask some 


questions on the point that ir. Frawley just left, so that 
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we will be clear of that before starting other matters? 
THE CHAIRMAN: Yes. 

ime HARVIuss Mr. Frawley has been trying to 
eliminate the B. A. in connection with the service they 
expect to get. 

THE CHAIRMAN: All right, go ahead. 

MR. HARVIE: Mr. Coultis, in connection with 
this pressure tank in your estimate I understand that 

at the present time your plant naphtha that is piped by 
you through your line from Turner Valley, that is piped 
directly to a tank of the Imperial Oj19 

Yes. 

And do you know that the refinery of the Imperial Oil is 
at the moment being used partially for the refining of 
products belonging to the B. A.? 

Mes mL to LS. 

Kow, up to the present time are yon familiar enough with 
the situation to say that that product, along with other 
prodvets of (the Bs A. is being rerined dy tae Imperial 
for the B. A.? 

I understand that is so, yes. 

and you are familiar with the fact that the B. A. are now 
building their own refinery? 

I an. 

Would it be fair to assume that they will then want their 
own plant naphtha? 

I am 2ssuming that that possibly will develop. I have 
not been advised of that yet. 

So far as you know, the plant will be in operation sometime 
in the present year? 

Yes. 

Ana if it should develop that the B. A. does require the 


delivery of its om plant naphtha, will it be mcessary 
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to supply, is that one reason why this tark will be 
necessar y? | 

A Yes, it is, sir, and in the event of any company wishing 
to ship that type of product in tank cars there should be 
some central point with storage sufficient to load one or 
more tank cars. . 

Q And that is one peas that is included in the present 


pipeline rate? 


A Yes. 

Q and should be included in any rate? 

A I believe so.. 

Q And if the British American were required, «s Mr. Frawley 


suggested, to build its own storage tanks of that nature 
at your terminal or somewhere else, it would bean 
additional cost which you say should be assumed in the 
pipeline rate? 

A Well, that was the intention, sir, of putting that tank in, 
to give that service if it was found necessary to do SO. 

Q Would it be necessary to do so if the B. A. required their 
own naphtha to be delivered to them? 

A Well, that is a matter that will have to be worked out 
with both emmpanics. I have mt gone into that phase of 
it with your company directly. 

Q But that is a service which is usually included in the 


pipeline rate? 


A Wess. 1] Delieve So, Sir. 
MR. HaRVIs: That is all, thanks. 
Q MR. FR4awLEY: Well, now, Mr. Coultis, at the 


moment Mr. Moore, the Imperial Cjil Refinery, has pressure 
storage tanks aS a necessary adjunct to his refinery 
operations? 


A I believe he has, sif. 
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And My. Hervie's clients are now buildim a refinery? 
Yes. 

I presume they will need to have storage tanks as a 
necessary adjunct to their refinery operations? 

They will have to have certain tanks. I do not knowwhat 
provision they are making for any pressure tarks. 

Well, I mean, is it not ordinarily a complenent to an 
up-to-date refinery to have some pressure storage tanks, 

I mean somewhere? 

Mr. Frawley, I am not a refiner. 

411 right, we will not make even that assumption, at the 
moment, in any event, the Imperial Oil is storing their 
own plant products in their own pressure storage tank 

and you are having nothing to do with it and you assume 

no responsibility for it? 

That is right. 
and it is going directly into these storage tanks from your 
Pipe line? 

From the end of my pipeline through their pipeline. 

Yes, and if you duplicate the present *rrangements when 
the B. A has built, then the B. A. would have its own 
storage tank and they would draw off the product from 
your pipeline a mile or so away, that is what would hanpen 
if the present arrangement is continued? 

You mean if they would build the pressure storage in their 
yard. 

and transport it, as the Imperial is doing now, is that 
not reasonable? 

If the distance is not too great to use the pipeline 


pressure at that end to do it with, to pump it. 


I would not know that? 
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That can be done, it is not impossible. 
J am only suggestim: that they be asked to do precisely 


what the Imperial is doing at the moment, is there 


anything wrong in asking them to do that? 


No, there would be no harm in asking them, I do not know 
what their answer would be 

Now, you talk about loading, loading for shipment, outside 
the Province, or to other refineries? 

Yes. 

Now, the Royalite is not doing that? 

No. 

the Imperial is doing that? 

Using their lLowding rack. 

Don't you think if they want t sell some plant sroducts 


that they should look after the loading facilities and 


Sbiwiabvris involved in ite 


Well, they have been good enough to do it so far. 

Sha weOt pad for ive 

Yes. 

and 20 paid for its 

THE CHalRMAN: Plant product, I suppose, don't 
bother esbout the glossary, we do not want it. 

MR. FRAWLEY: That is in the temporary glossary 
whieh I gave you. 

TH. CHAIRMAN: I did not look at the temporary 
one, I was speaking of the final one. 

MR. FRAWiLhY: All right, that is all. 

MR. NOLAN: No, gO on, Mr. Coultis, will 
you please go on 7nd tell the Chairman what you have done 
to divide the items in the 1939 budget into the two 


categories you were requested to? 
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You are looking at Exhibit "134", are you not? 


A The budget for 1929, 


MAJOR LIPSETT: Yes, it should be axnipi te Loe). 
Q, MR. NOLaN: Thank you, a11 right. 
A All of the items on page 11 consider are necessary, or 


will be necessary throughout the year, the first four 
items on page 2 I also consider necessary. 

Q MAJOR LIPSETT: THs "f£_ rst Pour? 
On page 2. Item 5, the S-inech lateral from separator 
battery in legal subdivision 4, section 1, township 20, 
range 3, west of the 5th, to tie to mains near No. 1 
tank farm, 9,000 feet of S-inch pipe, if a Well is drilied 
in that subdivisiom this line will be necessary, and 
I understand that it is the intention to drill a well on 
that particular area. 

The next item is 5-inch laterals 
to probable new independent locations, and the word 
"Windependent™ there,- sir, is uscd, because at the date of 

ete Sut this budget I did not know where their locations 
would possibly be and it is contingent on drilling 
several wells, and if m wells are drilied by the 
indepeneents from Which we woul take prouuction that 
line would not be necessary. 

The 4-inch laverals, from 
separator battery in legal subdivision 1-—17- 18-2-b 
amounting to 3500 feet of 4-inch pipe, I believe, will 
be necessary. 

Also the next iten for 4-inch 
laterals, 19,900 feet of 4-inch pipe. 

Tankage, the first item, 


purchase and install at No. 4 pumping station, 1-10,000 
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barrel tank fully equipped with vapor vent, foam chutes, 
heating coils, valves, swing suction, fire-walls, etc., 
either a 10,000 barrel tank or 2-5,000 barrel tanks will 
in all probability be required at that location to gather 
oil. | 

The next item of a thousand 
Derre l’ tanks Will, Wo doubt. beveiiiy er: requamedy ii ya 
south end of the field, west of the Vulcan-Brown area, 
in the large valley down there, or in the north end of 
the field. 

On page 3 the first item, 
purchase and install 1-5,000 barrel tank fully equi-:ped 
with vapor vents, foam chutes, heating coils, valves, 
and all the necessary equipment, will no doubt be required 
because I feel certain there will be at least 1-5, 000 
required in the south end and 1-5,000 in the north end, 

The next itemis the «¢ 
1-10,000 barrel oréssure storage tank at pipeline terminal, 

) Calgary, that is contingent on the demand for that type 
of storage at the terminal. 

The pumping equipment, No. 4 
pumping station is required, at least will be required 
by S-ring, and the field pumping equipment amounting to 
$40,600.00, I am quite certain will all be required as 
the field develops throughovt the year. 

automotive equipment, Theres. 
only onc itea in that budget amounting to $12,400.00, 
which would amount to one small coupe which we have asked 
toupe “provided Tor an additional guager providing the field 
enlarges or should the narth end develop. Lfetbat part of 


the ficld develops we will need that item. All other items 
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on that page we believe are necessary, and the next three 
items, the first three items on page 4, the office 
furniture and equipment for Calgary and Turner Valley 

as required. Those are put in to cover the entire year 
for our requirements in the way of permanent equipment 
that that office may require and I am not prepared to say 
that we will use that entire amount or possibly a little 
ver 1b. 

Q lihJOR LIPSETT: The last item given on page 3, 
Mr. Coultis, they are all necessary, you say? 

A I believe so, I had them marked so, sir, on this. 

Q THs CHALTRMAN: Those which you ecall"'timperative" 
are really contingent upon the development of the field? 

A Such as pipelines, sir? 

Yes? 
Yes. On page 5, the fifth item, changes at the Calgary 
end of the trunk line, that I am not prepared to say is 
absolutely necessary but in my mind I believe we will 
spend that much money in making alterations in this 
end of the line throughout the year, and the last item 
then,additions to office buildirgs in Turner Valley 
and the building of a vault, we believe the vault is 
necessary, and it remains to be seen what development 
takes place throughout the year, whether it will be 
necessary to enlarge that office building. 

G THE CHAT RVAN: In additi on to these, you were 
to get yourself more fully informed with regard to the 
connection with the Lion Oils? 

A Yes. 


Have you given any further consideration to that? 


A Yes. 
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Coultis. -4120- 
MR. NOLAN: May I offer in evidence, sir, 
what are suggested comitions governing @ connection made 
with the trunk oil lines for the purpose of delivering 
oll to individual refineries. These are general conditions 
Which have been discussed between this witness and Mr. 
wieLeod and would be applicable to the Lion Oils or any 
other independent refinery. 
Yes. 
TH. CHAIRMAN: You are offering that as an 
xhibit? 
MR. NODAL: Yes, L supvose 10.28 e@necxhipit. 
(DOCUMENT SHU-ING SUGGESTED 
CONDITIONS FOR CONNECTIONS 
TO INDIVIDUaL RerinsRiI cs 
HiRE MARK=D aS EXHIBIT "163", ) 
MR. NOLAN: Well, now, Mr. Coultis; wild 


you take this Exhibit "163" and add any word of explana- 
tion that you have to offer to the various cemditions 
outlined there, numbering seven in all, without reading 
it into the record, perhaps I had better read it. 
"Guarantee of the delivery of at least 150,000 
barrels per year from each connection to the 
trunk lines serving refineries”, 
why is that condition suggested? 
Before we us to the expense of tapping that line and 
making the provisions to make that delivery we would 
like to be assured of a total annual delivery of that 
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(Page 4121 follows. ) 
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And Number 2. Refinery being served to supply 

ample tank capacity to handle shipments of a minimum 
of 5000 barrels per day of 8 hours, and a maximum 

of not more than 6000 barrels per day, and deliveries 
be made between the hours of 8 A.M. and 5 P.M. First 
a minimum of 3000 barrels per day of 8 hours? 
Otherwise there would be small quantities asked for . 
continuously, which would be very hard possibly to 
meet and any refinery - I first thought of 5000 
barrels there, but I think that any refinery could 
accept a week's Supply at a time and I think thet 
minimum is fair. 

What about the maximum, not more than 6000 barrels 
per day? 

I would prefer not to have all of the connections, 
regardless of how many we heve, all ask-- fora 
large quantity in one day. 

Soryow outras limit? 

A limit of 60V0 to each one. 

Why are the deliveries to be made between 8 4.1). anc 
a See aes 

To facilitete gauging and checking up the mains and 
tankage and other fittings for leakage, so that it 
gan be observed if it shoulda occur. 

All right. Wamber 3. The Pipe Line Company will 
make connections into the trunk pipe line, pkacing 
at least one necessary side valve and other valves 
in the trunk line as found necessary, the cost of 
which is to be borne by the Pipe Line Company. 

The refinery being served to construct branch line 


between the trunk line connection and refinery stprge 
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tanks at their expense. This line is not to be 
less then 4 inches in diameter and of a grade of pipe 
approved by the Pipe Line Company. Also, this line 
is to be tested for leaks in the presence of a Pip 
Line Company representative. Now first of all I 
see that the cost of the valves, the side valve and 
other valves in the trunk line is to be borne by the 
Pipe Line Companys Then you go on and say that the 
Refinery Company served will construct the branch 
line betvieen the trunk line connection and the 
refinery storage tanks at their expense. That is the 
Refinery's expense? 

A Yes. 
ihy do you ask them to pay for that? 

A I do not wish to send my man into the other man's 
refinery to do work. I think he should at least 


come to the trunk line to accept his oil. 


Q You say this line is to be not less than four inches 
in diameter. ~hy four inches? 

A In order that a reasonably rapid delivery could be 
made. 


Q And of a grade of pipe approved by the Pipe Line 
Company. ‘hy did you put that provision in: 

4 I would prefer to know that the pipe is not too badly 

worn out or of a secondhand nature that would give 

trouble or be hazardous. 

And you say it has to be tested for leaks in the 

presence of a pipe’ line representative’ 

4 Yes sir. 

* Nov 4. Pipe Line Company representatives to have 


access to the refinery storage tanks concerned in 
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this movement of oil for the purpose of strapping and 
making measuréments, inspection of the tanks, fittings, 
and branch lines for leakage. 
Yes. 
Vell? 
I ask the privilege to inspect the'tank in which I em 
placing oil, his valves and his breneh line and all 
other equipment which would affect the measurement 

or the settlement for that shipment of oil. 
5s The Pipe Line Company to be advised a full 24 
hours in advance when a batch of oil is required. 
What is a batch of oil? 
Anything betveen 4000 barrels and 6000. 
According to the second condition here’ 
Yes sir. 
Bnd you vant <4 hours' notice of that batch being 
required? 
Yes. 


Why 24 hours? 


So that I may have a man available to be on that lowation 


and teke gare of that delivery. 

To turn the valve? | 

Yes, and see that it is not tampered with on the main 
Line, and hold sufficient main line pressure at that 
point to deliver the oil to his tank. 

6. Settlement of difference in price due to graVity 
to be made once each month. I suppose that is self- 
explanatory? 

Yes sir. 

Te Reimbursement for services of gauger constantly 


at this location while deliveries are being made. That 
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4, 
S. G. Coultis. Bia 
is your gauger? 
A Yes.Sir. 
Q On the refinery premises’ 
A Yes sir. 
G You ask to have pay for him for his services? 
A Yes sir. 
& Why? 
4b Because it is necessary to kcep that .man there to handle 


these valves and keep up sufficient pressure to deliver 
that amount of oil, and guard against leaks or trouble 
dive loping. 


Q Trouble? 


A Yes. 

e Did you have any trouble with your pipe lines recently? 
A “@ll we are still having trouble. 

Q “hat happened. Tell the Commission? 


A \e had a break. 

2 ‘ihe t ee aie iter’ 

4 In lumber 1 line, 

Q where is the break’ 

4 It has been located about noon. One break has been 
located, I do not know whether there is a second. 
At Te extn branch of Sheep reek. 

Q ‘Then did you first learn there was a break? 


A Three o'clock yesterday afternion. 


Q How did you know there was a break’ 

A Our pressures dropped from 700 pounds to 500 pouns 
immediately. 

Q Do you know yet the cause of it? 

A Intense cold contracting the pipe line is my estimate. 


Q You s@y one break has been found’ 
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Coultis. 
Yes) sir. They are working on it now. 
woes it follow that that is the only break in the linet 
No sir. ZI have no idea until we staft pumping egzin. 
You have to glose the break you have found, pump again 
and see if the original pressure is re-established‘ 
And it will teke some time because it will be necessary 
to fz11 thé line in the location or in tne district 
where the leak o¢Gurred and replace the loss, plus 
what has dreined into the tanks at this and. 
“hat was the tempera ture during the night, do you know’ 
i believe it was 6] below in Turner Valley. 
There was another task you were asked to do, but perhaps 
we had better go on with the discussion of this first. 
THA CHAIRMAN: Yes, mr. Nolan. 
rhe NOLAN: Iwes going to say there 
was another task set us. That was he was going to 
estimate what it vould cost to establish terminal 
facilities of the pipe line divorced completely from 


the Imperial Oil ind its yardée You remember that* 


Pes (CHA LREAN $ Yese 
iis OLS It: That has been done. 
TH: CHALTRIAN: Vas ire Coultis concerned 


with that? 

MWe NODAN: He was the one and he 
was asked by Commissioner Lipsett, or perhaps by you 
to do that. 

THE CHAIRMAN: I think we will withhold 
that until after the cross-examination on the other 
two matters, if there is any iir. rawley. 


12. OPRALLEY: Mr.Coultis, looking at 
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- §.G.Coultis. 
the proposed conditions on Exhibit "163", how does 
Lt differ, would you just tell me how it differs 
materially, if at all, from the general proposal, 
Exhibit "98"? | 

4b I do not think "98" covers tapping the pipe line does 
oy ol re 

Q @ll I teke it that a person who avails himself - a 
company that avails itself of the proposed eonditions 
on sxhibit "163" would still be governed, in part at 
ieast, by the regulations txhibit "96", would it not *% 

A Oh yes. 

q That is what I mean. To what extent does this vary? 
¥@ will suppose the Lion Oil Company accepts the proposals 
of Exhibit "163", to what extent are the general conditions 

“modified or made more onerous by Exhibit "-~63"% 

A I think they are made possibly fair to both companies. 
This is working - what I believe anc Mr. i:cLeod believes, 
is a fair Working arrangement where it is necessary to 
tap your trunk lines to give service in any particular 
district within a reasonable distance of the termination 
or the terminal end of that pipe line system, 

q Mr.Coultis, perhaps I am not making myself understood. 
‘le will assume the Lion Oil Uompany accepts these 
Conditions, Exhibit “165"% 

4 Yes sir. 

Q They are still bound by uxhibit "98", the general 
proposals? 

A Yes. 

Q Because this is the one that carries the rate‘ 

4 Yes. 

Q They are bound by both of them, part one and part 
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S.G.Coultis. 7 ae 
of another. Is that the true pictur? 

4 Yes. 

Q To what extent are any of these conditions variations, 
reterial variations from similar provisions in "98", 
if there are any? 

A ell I have not checked both of those outlines to 
check any particular variations, wur.Frawley. 

Q I will g0 over thom one by One-I thought you could give 


me a brief statenent of the material differences» 
Take the guerantee of delivery of 150,000 barrels 
per year? 

A Yes sir. 

Q If the Lion Oil Company was left as it is now under the 
existing arrangements? 

4 NeSien 
Must they guarantee a delivery of at least 150,000 
barrels per year? 


4 That is what is meant. 


cae 


But if we Leave the Lion Oil Company as they are now 
at the present time operating, or under exhibit "98" 
if that came into effect? 

4 Yes. 

Q Are they bound to deliver to you 150,000 barrels a 
year? 


4 On this? 


Q i mean on "98" 

A No. 

C That is one material difference then? 

A This refers to taking delivery from the terminal 


tankage of that pipe line system. 
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5S.G.Coultis. 

Bb Yes sir. This is for direct connection. 


Q rns Gals Exhibit "L632. 

zs) | This is more convenient, or maybe it would be found 
by the refiner is more convenient for him. 

Q axhibits "166" and "98". ‘Jill you, for the recard, . 
refer to the present proposal as Exhibit "163" and 
Exhibit "98", othéarwisa we will be balled up. 

THe CHAIRMAN: If not anyway. 

Q hoe A LY ¢ Now just look at Wumber 
2 in sxhibit "166", and tell me whether that is an 
addition to the general requirements laid down in 
exnibit, “98's 

S The maximum number of barrels in each case.... 

he CHS IRAN: 1 thaks. cw aeore 
peat "Vo" if you will excuse me. 

q MR. PRA LEY: You were s&ying under 
item No. 2 of saxhibit "163" that the maxinum require- 
ments differed from the requirements in #xhibit "98" 

A No, they are identical, 6000 barrels 6 day. 

@ ‘hereinslies any difference te tween Item 2 on suxhibit 
Pioo” end Bxhibit. "98"? 

A Exhibit "163" is made to cover one condition and that 

is tapping and delivering directly from the trunk 

lines to the refinery, while txhibit "98" covers the 
delivery from the terminal tankage, but is largely 
made to govern the acceptance of oil in the field as 
well as transportation to the terminal tankage. 

Yes. It is a general proposal? 

Yes sir. 


It stands by itself and covers all your operations? 


os Se ea = See - 


It dees, yes sir, largely. 
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Hxhibit "165" is a special set of conditions for the 
purpose of delivering oil to the individual refim ries? 
Yes sir. 

It is at the delivery end? 

Yes. 

THs CHAIRMAN: You have delivery mde 
through the tepping of the trunk line? 

Theat is Light, Sir. 

PEeVOLAN: That is all we were asked 
to do in connection with this particular thing*t 

TH CHA IRMAT: Quite so. 

Tae Us: Tu 08 Yas. Now in Number 32, 
Mr. Coultis, is there anything you want to call attention 
to as to wherein it differs with anything in "98"? 
There is no provision in "98" made to take care of 

the line condition, | 

That is the ansver? 

That is the answer. 

Thank you. Now Number 4. Anything there that relates 
Poel r wtovanythine similer in "96","andvig SO wherein 
is the difference? 

In "98" we are naturally given freedom, or ask for it 
to go upon that property ana gauge the tanks, set our 
pump and maintain same. 

Right. In item No. 5 wherein, in sxhibit "165" you 
ask to be advised 24 hours in advance when a batch 

of oil is required? What is the similar provision in 
rae Len y? 

I am not prepared to say that is in "98", but it is 
deaelabsed that isthe prectice in the fisid, that if 


necessary we would be allowed 24 hours!’ notice of a 
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Shipment of oil. 

a So there is no additional condition represented by "16a" 
Just in that regard? | 

yy No, no particular difference, no sir. 

q No. 6. That is the same settlement provisions? 

Bb Yes. That does not appear in "98" but it would be nec- 
essary to arrive at the same condition, or some definite 
period as balancing the value of the oil, is what it 
means, to the gravity. | | 

7 And Now 7, that is a new one is it? 

& Yes. | 

q Nothing in Exhibit "98" about that? 

A No ther: would be nothing in "98" with refersnce to 
that. 

Q So much for the differences between Hxhibit "163" 
and "98". 

Q THE CHAIRMAN: Is that an additional 
man that gauges? 

A That would be a man sent to that location and instructed 
to remain there to open the side valve, pinch down your 
pressure, close in the trunk line against the pump 
that sufficient pressure would be exerted on this 
branch Line to the refinery to place that oil in his 
tenks, and to see that the main line pressure did not 
exceed a safe point, either on the branch line or on 
the main line. 

Q You are delivering that to the Lion Oils now, and would 
you not not need a man attending to the business of 
delivery in determining how much was delivered? 

A That is being taken care of at the present time by 


the Imperial Oil Refinery, and I assume that - I do 
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not know sir - but I assumee...e. 

That is the delivery where the 6 cents is sherged? 
Yes, and I assume that they have a man in their pump 
house who is possibly doing other duties there than 
around the one pump delivering directly to this 
Company. I would have no other duties or work for 
that man in this particular district during that time. 
Yell I would not feel safe in setting those conditions 
and leaving. A leak might occur or a bresk, or in 


the case of an accident in the refinery or a fire, 


it would be necessary immediately to shut off that line 


to safeguard both the refinery and other property 

possibly. 

lake COMMISSTONSR LIPSETT: Does that clause provide 

for the full time pay of the man? 

Yes sir. 

Against the recipisnt of the crude oil? 

Yes sir. 

TR. FREY: I understood from Mr. 

Plotkins that there was a man there now that did 

@ job for two companies, for his company and the Bel] 

Company? 

I know nothing of him. That is not any of my business. 

It is none of your men? 

I do not know what company it is. 

Now, lir. Coultis, will you now tell me what the differences 
if any, there are between these conditions Nos. 1 to 7 

Suggested in sxhibit "165", and the arrangement which 

you presently have with the Imperial Oil Limited? 

what difference? 


Yes? ‘hat are the differences in conditions which you 
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now propose to impose by "163" end the conditions wiich 
you imposed on the Imperial Vil? 

No. 1, they are teking 150,000 barrels a year. 

Right. i 

And they are taking a minimum in 24 hours of at. least 
400U barrels? 

Yes? 

MR. COMMILOSICUSR LIVSsiT Is that the point, because 
it says the refinery being served is to eine means 
tank capacity to handle that. In the case of Imperial 
Oil, Mr. Coultis, aren't you at the present supplying 
the tankage to the Imperial? 

I believe we are supplying some of it, sir. 

By this #85,0U0.00 rental arrangement? 

By the 200,0.0 barrels storage. 

MR. FRAVWLGY: ir, Moore told u that 
when he wanted a charge of crude, he simply went to 
whatever storage tanks had crude in them, yours or 

his own. It might be suggested that in that event 

you are paying in part at least for the facilities of 
hkendling the Shipments which you say in item yo, 2 

of ©163" the refinery must supply. That is so is it not? 
En case they require oil in any tank in their refinery 
yard, or their crude stills at any other location in 
that refinery yard, they supply the Lines and the 

tanks to ae we term our terminal tankage. 

The Imperial 9il? 

Yes sir. 

bie. GOMiISSION AR LIPSstt: Does this elause mean, 
Mr.Coultis, that the refinery would have to have tankage 


for 6000 barrels? 
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No sir, 3000 barrels. A minimum of 3000. 
‘hat about these words "and a maximum of not more than 
6000 Paroles, 
That possibly is not as clear as it should be, sir 
‘hat I am asking there is that he does not demand in 
an 8 hour period on any one day a delivery of more 
than 6000 barrels. If there were not snme safeguard 
in there, a refinery with an 80,000 barrel tank would 
say “I want 511 my ofil.all at onoe, ell the contents 
or the capacity of your trunk line diverted into this 
tank," and someone would be cut off. 
Bs far as the recipient is concerned, all it compels 
him to have is a 3000 barrel bank? 
Yes sir. “hen you asked for this the other day I 
believe I offhand stated I thought we should have 5000. 
But Mr. iicLeod and I have agreed on 3000. 
THE CHATRMaN:  ~ That would be a cost of 
what, roughly, Mr. Coultis? 
Additional cost? 
Giving a horseback figure? 
I would assume tht any refinery handling 500 barrels 
Or more per dey, would at least have 3000 barrels of 
crude storage. It would possibly cost him around |. 
2800.00 or 34000.00 to erect that storage, ener ta ine 
whe ther he buys secondhand storage or What kind of a 
set-up it is. It might be a light bolted tank. 

Mis COMMSSLiONAs LIPSatTs - This 150,000 barrels a 
year in Ulause l, i2.Coultis, that is approximately 
450 barrels a day? 

About 411 I believe, in that neighbourhood. 
Then this Clause 2 means he would have to have a 


T-4 


14 
-41 34- 
$.G.Coultis. 
tankage for about a week's supply? 
A Yas. 
® And take his oil from you once a weekt . 
A Yes, about once a week, in normal times. If he was 


running heavier, as often as he gould take 3000 
barrels. 

q Does it follow from that that for one day's work in 
the week he has to pay the entire wages for the year 
of one man under Clause 77% 

4 The one mean, yeSe 


In order to take delivery one day a week? 


[us 


Yes sir. 


How long would it take to make that delivery of 5000 


fi ees 


barrels, assuming he had the tankage there ? 

A It would take from possibly 6 to 8 hours. 

o To put 3000 barrels through a 4 inch pipe? 

A It would depend on how much we had to keep going 
through the trunk line to serve the oth r refineries 
or customers along the line. There are times when 
possibly it could be shortened. 

Q Supposing everything was concentratea on this particular 
delivery, how long would that take? | 

A It could be safely done in half e day, in four hours. 

Q It would take that approximately anyway? 

A Yes sir. 

(At this stage the Hearing was adjourned until 10.30 
A.M., February 10th, 1939). 
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SANULL Ge. COULTIS, having 
been recalled, examined by iir. Nolan said: 
Mr. Coultis, in reading over the evidence that you 
gave yesterday, have you any explanation you would 
like to offer a8 to the answer in respect of Clause 
7 of Exhibit "163" which reads: "Reimbursement for 
services of gauger constantly at this location 
While deliveries are being made", in answer to iir. 
Commissioner Lipsett yesterday did you say that it 
was your intention that that gauger should be em- 


ployed all the time at the expense of the refiner 


‘throughout the month, every day of the month? 


No sir, I did not intend to infer that, I meant only 


the time he was engaged in those particular duties. 


Yes, my impression was that the Gommission had gathered 


from Mr. Coultis’ evidence that he was there as a full- 


tine man at the expense of the refiner, is that what 
you intended or not? 

OCT ee ee 

what is he to be paid for? 

The time, full time that he is on that job. 

And if it takes four hours 4 day he gets paid for? 
Half a day. 

And if it is eight hours? 

A full day. 

And if he does not work on certain days he would not 
get paid for that? 


No, I would not expect that- 
MR. FRAWLEY: You see at page 4134, lir. 
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Commissioner Lipsett said this: "Q. Does it follow 

from that that for one day's work in the week he has 

to pay the entire wages for the year of one man under 

Clause 7? A. The one man, yes. Q. In order to 

take delivery one day a week? A. Yes sir", but now--- 
4 I am very sorry I left that impression.if I did I mis- 

understood that, it was not intended more than his 


actual time on that particular job. 


2 Mike NOLAN: | That is the answer you want? 
Yes. 
Q MAJOR LIPSHETT: It was the word "constantly" 


in that, which impressed me but it can be read "con- 
stantly while employed"? 
MR. NOLAN: Yes, it is not the best ex- 
pression in the world but the intention now is that he 
is paid for the time actually employed. 
WIT NESS: hay I enlarge on that word 
"constantly". I put that in with the sole intention, 
sir, that the argument might be raised "well it is not 
necessary to have thet man there constantly durim that 
delivery if he is classed as a gauger because he can go 
there and gauge the tank in the morning and come back 
some time at night and gauge the final delivery" but 
constantly, I want him there as a safe-guard on the 
trunkline and also that delivery to that refinery. I 
think it very well worth it, for both compantes in- 
volved. 

Q hike FRAWLEY: tir. Coultis, at the end of 
yesterday's evidence I was asking you to give us the 


aifferences between the conditions which you are imposing 
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by iuxhibit "163" and the present arrangements which 
are in force from day to day between your company 

and the Imperial Oil Limited, and you have told me 
that they certainly complied with conditions 1 and 2 
and that perhaps we have nothing more to say now 
about 1 and 2? 

All right. 

Now what about No. 3, is there any material difference 
in this condition No. 3 an@ the present arrangement 
with the Imperial 0il? 

I do not think there is any material difference there, 
sir. 

There is nothing more onerous in this condition than 
your present arrangement with the Imperial? 


£ do not thirk so. 


Tren No. 5? 
THE CHATRiAN: No. 4. 
MRe FRAWLEY: Wo. 4 EF mean, you have that ar 


rangement with the Imperial or is that something new? 

I have that arrangement as concerning the terminal tankage. 
The terminal tankage? 

Yes. 

You ask here tht you want access to the refinery storage 
tanks concerned in this movement, do you have access to 


the Imperial's Refinery storage tanks concerned in their 


movene nt? . 

No sir, I do not, they have a man on the job there con- 
Btantly. 

Does that mean any more,this does at least not impose any 
more expense on any company that would accept the con- 


ditions in "163", does it, do you propose to carry out 
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the work contemplated by item 4 at your own ex~ 
pense? 

A That is of inspecting the lines. 

Q Yes, and strapping and making measurements, in- 
spection of the tanks, fittings and branch lines 
for leakage and s0 on? 

A Yes, in this each, in the beginning, sir, during 
deliveries I would expest this gauger to keep track 
of that and that would be to the safety of both conm- 
panies. 

Q Yes, £ am sure it would, ijr. Goultis, and I am only 
anxious to know if there is anything more expensive 
to putting it that way in connection with Mr. Plotkins 
or any other company accepting these conditions "163" 
and the conditions which you presently impose on the 
Imperial? 

A There would be this difference, that in the East re« 
finery yard I am satisfied that if a spill took place 
in there it would be entirely up to Mr. lL:oore's orews, 
while this is a separate branch line being run across 
country, possibly through subdivided properties am I 
would like to be assured that we could have a reliable 
man on that job to prevent any serious accidents 
that might arise. | 

Q Yes, you are speaking now of the line before it would 
reach the refinery property of the company accepting 
those conditions? 

A I do not know what the boundary is or the boundaries 
are of this refinery in question, 


Q Don't misunderstand me, I think it is quite proper if 
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I may say so that you should have access to the 
refinery storage tanks concerned in the movement 
and so On. | 

ZI would insist on that. 

Even on their property? 

Yes. 

Iwas just wondering whether or not this is going 
to make it any more expensive for the company ac- 
cepting those conditions than the expenses under 
which Mir. hioore now i8 under, under the similar ar-= 
rangement with you? 

I do not think. six, because it would be up to Mr. 
lioore to very closely check those lines as he does 
all these lines. 

At his own expense? 

Yes. 

Now ito» 5, ix. Coultis, you want to be advised 24 
hours in advance, anc do you impose the same thing 
on the Imperial Oil? 

If they were taking batches through an intermittent 
period, yes. 

That is when No. 5 applies? 

Yes. 

Noe 6 "Setshlement of difference in price to the 
gravity to be paid once each month", I suppose you 
have that arrangement with the Imperial? 

Yes, I believe that is taken care of at least once a 
menth- 

And then "Reimbursement for services of gauger con 


stantly at this location while deliveries are being 
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made", that is the one you explained this morning? 
Yes. 

And does, what do you do with the Imperial in that 
regard? 

We have a full-time man at the terminal tankage to 
take care of and check shipments in and out. 

Who pays him? 

We pay him, the Royalite Oi1 Company Pipeline Di-« 
vision. 

Well that wovld be, that igs a difference then, is it 
not, between your arrangement with the Imperial Oil 
now and the arrangement contemplated by Item 7? 

Well this man is checking hourly or at any time with 
our man during the days shipping and he ohecks up the 
24 hour gauges there. | 

You mean where now? 

At the terminal tankage. 

At the Imperial Oil yard? 

In the yard, yes. where our tanks are located. 

Well just in a word so that we can understand, are 
you now doing at your own expense the kind of work 
that you are asking to be xeimbursed for under item 7 
or Loo Tr 

Not beyond the pipeline company or division's prop= 
erty, that is checking the terminal tankage in that 
yard, he has no jurisdiction beyond those tanks with= 
in that refinery yards 

WR. FRAWLEY: IL think that is all on that 
basis, Mr. Coultis, 


THE CHATHiIAN: b. Mr. Harvie. 
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iWRe HARVIE: No questions. 
THis CiiA TR AN: ire Plotkins. 
luke PLOTAINS: re Coultis, I am going 


& 


to deal with this sane Exhibit "163", the first 
item there is a guarantee of a delivery of at least 
150,000 barrels a year from each oonnection to the 
trunkline serving refineries, what kind of a guaran- 
tee? 

A I would want an assurance before I recommended the 
expenditure of company money to tap that line that 
during the twelve months’ period that there would be 
G@eliveries made through that connection of at legst 
150,000 barrels. 

Q In what form would you want this assurance, a cash 
deposit or an undertaking, a bond or what? 

A I would want the assurance made in such a way that 
our solicitors would approve of it. 

a Your solicitors? 

A Yes. 

Q dell have you not anythirme in mind when you drafted 
this proposed condition, didn't you have any partic- 
ular method in mind? 

A Well EF had this in mind, sir, I do not know whether it 
answers your question or not, the only thing I wished 
to be assured of, I didn't want to cut those lines, 
make connections and find that the refinery in question, 
whoever he is, takes 50,00U barrels or 10,000 barrels 
and says "well that is all I want to do, all the bus- 
iness I want to do with you". I would have a line full 


of holes and no reason for putting them in there. 
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Q So you are not in a position right now to tell us 
on what basis you want t hat guarantee? 

A I just want you to guarantee or any refinery, that 
you will take 150,000 barrels during the twelve 
months' period, which gives me something, some 
reason to spend the money or interfere with that 
line to make that delivery, thas is ell. 

Q Well would it not be better to put it this way, 
that you would satisfy yourself that the refiner 
in question making the application had a history 
or had in the past used the amount of crude that 
would equal that and it looked like the refinery 
had the organization to continue its sales and 
would give you in your mind that assurance? 

A Mr. Plotkins, I am not a good guesser. I have to have 
some assurance and I an not, have never been equipped 
with a legal mind. I rely on our legal department to 
advise how those things should be drawn up. I am not 
prepared as to any agreement of that nature, that is 
what I would ask them to protect me from. 

Q S80 that what you are saying in effect is that you 
will give us a definition of what you mean by guarantee 
so that it can be properly incorporated in a proposed 
tariff? 

4 Yes, I would ask our legal department to advise you to 
that effect or advise me so that I could advise you. 

Q Well not me in particular, this is I understand, is 
going to govern conditions for any individual appli- 
cant for a pipeline connection? 


A That is fine, yes. 
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Q So you should in fairness state your conditions so 
there is nn question as to what they mean, otherwise 
we are not in a position to know whether we can com- 
ply with them? 

A Vir. Plotkins, this is a very simple statement pre~ 
pared by myself after discussion with Mr. iicLeod in 
answer to a question by Commissioner Lipsevt, would 
I endeavour to draw some sort of an arrangement which 
might meet this condition and I have done the best I 
can with it, sir. 

Q Yes, but tir. Coultis I suggest to you that you are, 
your department, your firm or the pipeline division, 
could demand a bond or a guarantee that the average 
man, even although he could consume 150,000 barrels, 
would not be in a position to supply it to your satis- 
faction, in other words, you would be in a position 
to discriminate if you did not make it clear? 

THE CHA TRuAN: The witness has apparently 
said all he can say about that, what do you say, ir. 
Nolan, about that? 

MR. NOLAN: I say it would depend upon 
the particular circumstances of the particular case 
as to what would be required to give the assurance to 
the pipeline department that there would be at least 
150,000 barrels per year. I agree with hire Plotkins 
that the past record of the particular refinery would 
certainly be something which must be taken into cone 
sideration if they were taking this amount, if they 
had the staff to handle it, they had the marketing ar- 


rangementsa to dispose of it, that would certainly be 
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something which must be taken into consideration. 

Tits CHA TisAN : Yes, I mean I have no 

doubt at all thet iife Coultis' position is well 

taken that, assuming the necessity for a guarantee, 

of which I am expressing no opinion. 

iike NOLAN: No» 

THLE CHAIRMAN: But Se inine they were he 
says "well I do not know how one gets protection, 

that is for the legal department to determine", as 

he says- ‘jell now {I think I should mention to you, 
because it is in my mind, that there is force in 

what the cross-examiner is putting to the witness, 
that you might want a guarantee company's bond or 

you might want a deposit in cash of a sum that no 
small refinery could deposit. 

MR. NOLAN: Yes. 

THE CHALRAN: I just leave the thought with 
you and perhaps before you are through with this stage 
of the case you might, in conference with your prin- 
Gipals, further define this. 

idRe NOLAN: Of course what is the dif- 
ficulty for me, the difficulty that presents itself 
at the moment is just to Know exactly what we are 
doing here. If we are fixins conditions that are to 
attach to the carriage of this petroleum through the 
pipeline, then I say it will be for either this Com- 
mission or the Legislature or the Public Utilities to, 
if you like, sir, lay.down the conditions that shall 
attach to this line of the operations and it may very 


well be that it will not be left to us as a matter of 


private treaty with soueone to negotiate. 
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THE Cha Laws: Quite so- £ do not know 
that we should embark upon this at all but Najor 
Lipsett, I think with good reason, said "now it 
might be desirable to just make a recommendation 

as to the rate and not have a collateral dispute 

of this character about it", and instead of our 
dealing with that phase of our Commission which has 
to do with whether or not there is any discimination 
and so on, it is suggested by iiajor Lipsett it might 


be cleaned up now. 


wiRe NOLAN: Yes. 
THE CHALRiiA NS: And thia collateral thing 


Gisposed of. If it is not of interest to the parties 
appearing, to do so, then I am merely pointing out to 
you that there is force in what the cross-examiner is 
Baying, and if it is worth while putting this forward 
for our consideration, it might be worth while elucid- 
ating that guarantee. 

MR. NOLAN: Yes, but I am not just sure 
that particular gases would not require particular as- 
surancee You cannot, as it were, lay down a sort of 
general condition that would apply to all, ag to the 
nature of the assurance they would give. | 

THE CHATRiuaAN: Of course that is quite right 
but for practical purposes you have a particular case 


brought to your notice by the witness Plotkins. 


MiRe NOLAN: NO. 
THE CHAIRIAN: And there i8 a very concrete 


case and that is the one that liajor Lipsett was ad~ 


dressing himself to when he suggested to the witness 
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Coultis that he talk the matter over with Mr. 
McLeod. Now we are perhaps going out of our way 
to just clean up a feature which would be a wholly 
collateral thing, but none the less one upon which 


we must make some finding. 


WR. NOLAN: I have the point clearly in 
mind. 
THE CHAIRAN: Very well. 

8 MAJOR LIPSETT : Could you say, referring 


again to this "horseback" figure, wmt the cost would 
be of tapping this line and doing what you propose to 
do? 

A How much money, sir? 
Yes. 
I had my engineer give me an estimate of that for 
cutting the line, placing a 6 inch valve in the line 
and one side delivery valve, and tying in the side 
line, $700.00. Now it is possible that I would re~ 
quire 2 valves on that side delivery line, which 
would raise that possibly %200.00, so that it would 
be in the neighbourhood of $700 to $900. There may 
be instruments required in addition to that if it is 
found necessary to put on recorders as to temperature 
or other such appliances but that does not include a 
meter, sir. 

Q A substantial sum? 

A Yes it is. 

Q THE CHAIRMAN: You say that does not in~ 
clude a meter? | 


A That does not include a meter. 
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And you would have to provide a meter? 

I do not contemplate that, sir. I am not using 
meters on the terminal tankage nor in the field 

in gathering or delivering oil. 

You say. it does not provide for a meter, anda 

meter would not be necessary in your view? 

£ do not think it isa necessary. 

MAJOR LIPSETT: Did you at the same time 
get an estimate of the rest of the work, that is 

the price from your connection at the trunkline 
through to the refinery? 

No sir. 

You didn't get any figure for that? 

Wo sir. : 

THE CHAIRMAN: Could you give us a rough 
estimate and we will undexstand if i8 a rough one? 
Of the construction of that line, sir? 

Whet you say Plotkins shovld pay for? 

I do not know the length. 

THE CHATRIA N: I thought we knew that. 

Mike PLOTKINS: Roughly speaking it is 2000 
feet;to our property line I think it is close to 
what you say, between 1100 2nd 1250 feet to our 
property line, which is aii they would in any case 
construct. 

MR. NOLAN: But ir. Plotkins would still 
have the expense from the *csundary of the property to 
the particular tank. 

MR. PLOTKINS: Yes, bet this particular con- 
dition contemplates that we are to go to the trunk 


pipeline so that is another . 
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Like NOLAN: Let us say 1200 feet of 
4 inch pipe. 
MAJOR LIPSLTT: From the trunkline to Mr. 
Plotkins! property? 
MR. PLOTKINS: To the boundary. 
THE CHAIRMAN: Yes. 
MRe NOLAN: You know the approximate 


price of pipes. 


(Go to Number 4149) 
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Coultis. 


4 reasonably rough figure would be »1700.00 for a 
four inch pipe buried to a depth of 40 inches. 

40 inches? 

Buried to a depth of 40 inches deep. Two coats of 
asphalt and line covered. -I do not know what your 
right-of-way would cost. - 

THE CHAIRMAN: Line covered did you say?. 
Yes, complstad. 

And two costs of asphalt, and did you say something 
else? 

And the ditch filled and the ground levelled. 

Peers BOT LIN: That is on the basis of 
how many feet? 

i200 feet. That might be slightly high and it may be 
a little low. I would bave to see the ground. 

THe CHATRIAN: You say that is roughly 
wha tr 

(1700.06, Sir. 

Then in addition to that there is the purchase of the 
right-of-way? 

Yes sir. 

I suppose you have a statutory power to purchase that 
Mr. Plotkins would not enjoy? 

Purche sing material? 

I am not familiar with all your powers? 

No sir. Zvery pipe line is a problem largely in 
itself, other than road allowances. 

That is to say you have to pay for it 

Ve do sir, various prices. | 

But you have the right to go through* 


Yes, I believe there are laws t.at alloW us to go through. 
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Q What have you been paying for your right-of-way 
in properties which you would say are comparable 
with this: | 

A Iam sorry, sir, but I do not believe Ii can answer that 
because I have not laid any lines in the City of Calgary 
except tie trunk lines passing through the Burns property 
and I believe we paid 75 cents a rod on that particular 
line. But when you come into iir. Plotkins' refinery, 


I believe that property is subdivided, 


Q And it would be more expensive’ 

4 Oma, . think so. 

C What area do you require for your right-of-way?* 

A 16 feet wide is our standard right-of-way. 

THE CHAIRMAN: mr. PLOtKAnsS, yOu cen 
safely leave that question of guarantee and itr. Nolan 
can address himself to that at some other time. 

fee PLOTKINS: All right, thank you. 

Q Mr. Coultis, you keep yourself informed about current 
pipe line practice of your parent company's operations 
in Montana, which is close to home? 

A No, I do not, sir, I am not familiar with any operations 
in Montane. 

Q You are not supplied with any information from your 
parent Company‘ 

4 No sir. The only information. cee 

Q That would guide you in your work’ 

A No sir. | 

Q “iould you say that the refinery situated at Coutts, 


for instance - I em going to take @ specific case, 
© 


because that will give us something comparsble to weigh 


against the situetion here’ 
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b Yes sir. 

Q That the Illinois pipe line which serves that, or did 
serve that territory, would you think a refinery on 
the Canadian side, which is still more complicated as 
to matters of right-of-way, there is an international 
line between them - would you say that the Illinois 
pipe line imposes conditions whereby the refinery is 
expected to go to the trunk line and connect at that 
point into its own refinery at its own expense? 

b I do not know. 

Q° You do not know’ 

A I do not. 


& 


Are you in 4a position to find out? 

4 Yes, I think so, if I knew who to apply to. 

q ell, the conditions under which your pipe line - I am 
going to ask you if you know tris - do you know if 
the conditions under which pipe lines are expected to 
give service comparable to what we are trying to agree 
on here? 

A Yes. 

Q In the United States ars regulated by a body appointed 


by the Government, do you know that? 


A The Interstate Commerce Commission’ 

R No, in this case it is.... 

A The Board of Railway Commissioners of Montana? 

Q No, it is a straight regulatory body. I do not know 
the name of it. 
Pe mp ay. The Montsna Railroad 
Commission. | 

Q ee i io? The Montana Railroad 


Comnission? 
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Se G Coultis. 

A f 2ent there, sir, and I have a copy of ite’ “Phat is 
@ll I know of any operations on any lines in ilontana, 
and I found nothing in tere - as.a matter of fact I 
did not look in it for this --we were dealing with the 


specific question here. 


sD 


ell, would you naturally go back to precedent in order 
to establish a general rule to apply generally wouldn't 
yout 

4 meme raid not, six. 


So that you are not considering taking the experience of 


& 


other companies so as to géin py their knowledge, which 
has been worked out over a number of years, and apply - 
the principles to the situation here? 

A If there were other pipe line companies in Canada 
@perating under atmospheric conditions and temperatures 
and conditions that we rieet in this country, I would be 
very glad to take all the information availeble. But 
most of the pipe line companies in the United UCtates 
are operating in reasonably warm.oountries, outside of 
possibly some in Montena.— 

Q Why not take the Montana? The conditions are comparable? 
It could be done, sir. This is for a specific case. 
This particular answer here is for a specific case in 
Alberta. 

Q You are in a position to find out anyway for your 
guidance in making amendments that you see fit, efter 
you have consulted the conditions imposed by the Montana 
Railway Commission in similar instences? 

A I believe it could be done. It could be looked up 


at least. 


Q Do you know if the Illinois pipe line in Montana require 
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or the tariff under which the Illinois pipe line 
operates covering the conditions that is referred to 

in this exhibit, require a guarantee? 

I do not know. 

THE CHAIRMAN: I am just wondering, 

Mr. Coultis, supposing the owner of the property went 
to all of the expense that you would have in mind, 

he would necessarily have to go to, if he bore that 
Share of the purchase which is contemplatéd in 

Exhibit "165", would not that in itself be a fair guar- 
antee that he meant business, if he put his own money 
into this? 

He could take up that pipe line at any time he wished 
to discontinue this contract, and salvage his pipe. 
There is nothing in this sxhibit "lod" specifying how 
many years he will do buSiness on your line, is there? 
No sir. 

You haven't any assurance he will go on for more than a 
year anyway? 

No, I have not. 

I suppose you would not feel safe in making a long term 
contract yourself, would you? 

No. The pipe will not necessarily cost him as much 

as my figures because he may not wrap that pipe, and 

he may not coat it. He might dig a ditch a foot deep 
or two feet deep and throw the pipe in it, which would 
make it that much easier to salvage. 

And would you be content?’ How about the safety factors 
you have in mind? 

That is woy, sir, I specify that my gauger or my man 


has the right to inspect that line for leaks after it 
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is laid or at any future time,because I do not know 
WHE G type Of Line... 

Are you concerned with how it is leid, no matter who 
paid for it? ‘Would you not he concerned with how it was 
laid? 

“ithin reasonable limits. I would not feel I had juris- 
diction to go on that men's property and tell him how 
to lay his line. 

You see this Commission is not holding a brief for ir. 
Plotkins. I want you to understand that? 

Yes sir. 

We are charged with the responsibility of finding out 
if there is any discrimination connected with this 
line? 

eS: 

And if there is some misunderstanding that can be 
levelled out, perhaps it would be the nicer way of 
dealing with it, and- that is why we are pressing you 
about these considerations? 

tes sir. I edo not think, sir, that tne 5o,000 
barrels was imposing any undue consideration on this 
particular case, because in Volume 9, Page 905, ir. 
Plotkins asked Mr. iicLeod, or stated rather, thet — 
actually the Lion Refining Company had purchased 
140,000 barrels the last 11 months of 1938, an 
average of 420.72 barrels per day. So that it did 
not Look unreasonable to me to ask for an assurance 
of 150,000 barrels in 12 months. 

No, perhaps not. But I am just temporarily bothering 
about the form of insurance, which might prove to be 


@ very serious obstacle. However, perhaps it would be 
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better to leave that until iir. Nolan has thought 
about it. ‘/e are, perhaps, taking up time for nothing. It 
might be indeed that a letter saying that they would 
guarantees they would take so much might be enough? 
ich. NOLAN: ) It is interesting to know 
what assurance Mr. Plotkins c@n give us of what he wants. - 
it is two-sided after all. 
THE CHAIRUUAT: Yes. 

Q fie LLOLKINGS I understand that these 
proposed conditions @re not only to cover the case 
Or the Lion Kefining. It is to cover any case that 


may arise? 


heverpity wisi Ys The British 4meriean 
is the other one coming up, I would think. 

G tite © LOTKING: It is conceive ble that 
with continued development of crude oil resources in 


the *rovinee, there will be other independent refine ries 


starting? 
4 Yes. 
Q You are just trying to lay down general rules, not to 


apply to any one particular refinery? 

A That is right. 

Q THE CHAIRMAN: That is so, but your mind 
none the less should be specifically directed to the 
Lion Oils, because al] we have to deal with, with 
the question of discrimination put to us, the only 
discrimination suggested before this Commission is 
with respect to Lion Oils. 


Ma. PLOTLINS: 1 S86 
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S. G.Coultis. Rises 

Q Powe oVOis” Dremel s ould it be possible, 
lie. Nolen, to consider a re-wording of it in, some- 
what in this form, that where the through put was 
less than some particular Pi athe such as you 
indicate, that all the cost would be borne by the 
applicant for the facilities. That might get over 
it? 

Q MM 6 HOLA Nx. Yould it Mr. Gouktis? 


The Comnissioner suggests that a clause might be 
inserted that where the through put was less than a 
given amount, that all the cost should be borne by 
the applicant. 

4 I think that would lead to a great deal of argument, 
probably. I think it would be better, sir, to fie 
@ minimum sum for a year. 

q But when the Commissioner speaks of @11 cost, he means 
the cost not of the initial connection, because we 
cannot tell ahout that until we do run it, but you 


mean that operating cost? 


fae GCOlS ISGIONER Lipset: I mean the cost of..s.. 
roe NOLAN; The installation of the 
valve? 

fie COMM oolOr 8. Dieses ils Yes, the installation 


of the valve which at the present will cost 7900.00. 
If the pipe line was -rotected against that outlay, 
then it might solve it would it? Perhaps you would 
like to think it over with Mr.Coultis? I just throw 
it out as a suggestion? 

A The thing that IT am mostly concerned with is to prevent 
applications for tapping these trunk lines indiescerimin- 


ately. Somebody might want to accept one or two shipments 
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of oil in some particular locality and then discontinue. 
I would have a line full of valves and taps that 
eventually would be very dangerous. 

Mi. NOLAN: : That is not my point. 
The point is you want to lay down a minimum or through 
put? 

Pio, «Sir. 

For thess branch lines? 

Yes sir. 

ould it satisfy you in your own mind if that was 
taken care of by making a provision that the applicant 
bore all the cost if he did not put through the 
required minimum. That is it is it not, sir’? 

Pike COM ISSIONSR LIPSST?: Yes. 

I would not favour that, sir, besause a man could 
arrange to, or meke an agreement to take a large 
quantity of oil, or start to take a large quantity 

of gil and in the course of a month or two conditions 
might alter where that line installation was useless, 
WR. NOLAN: But you would not have 
paid for it under this assumed set of circumstances? 
Nevertheless I would have cut into my line. I would 
have the same condition on these trunk lines whether 
he took ten barrels or a million, and have it left 
there. I cannot cut that line again and take all these 
valves out and I probabiy would leave the valve there 
and then there would become the question of settlement 
for the material left in that line. 

VR. PLOTKINS: Let me put it to you 
another way, Mr. Coultis. ‘/ould you be prepared to 


guarantee that if the Lion “efinery, for instance, agreed 
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to comply with all your conditions, and guaranteed 

for the first six sionths to put through 75,000 barrels, 
and something happened to your pipe line and you were 
no Longer ina position to make the delivery, what 
guarantee would you give that you would in spite of 
those conditions continue to deliver, so as to put the 
refinery ine position that it contracted for? 

I believe the pipe line will be there as long as a 

Side delivery line requires oil: 

THE CHAIRMAN: You ave asked would you 
be willing to give a guarantee in your turn that you 
would meke delivery of this amount which you esked 
them to guarantee to take? That is the question? 

I think so, sir, providing he has the oil to put 
through it. 

Quite so. 

Pee a TOR. PIS: what would be the position 
if through Government regulations or Acts of God ce.e, 
THE CHALRIAN: And the King's enemies? 
tie UE LOTK IWS §nd the King's snemies, 
yes, there was a oil aveilable to our refinery in 
Turner Valley. Or a competitive situation where we 
could no longer purchase our crude requirements in 
Turner Valley, and exist and compete - possibly the 
Imperial would be in the same position - it would 
discontinue its operations in Turner Valley, and go 

and get its oil somewhere else. ihat would be your 
position then? 

I would be in the position I would not give you a guar- 
antee I was going to deliver 150,000 barrels a year. 


So from a practical standpoint guarantees are not of 
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very much value in the oil business? 


A “ell we are still led to believe they are worth 
something. 
Q In other words, your experience in the past is if we make 


' contracts and we undertake to do things in good faith, 
but only to the extent of our capacity to do so, and 
if conditions change we get together and we review 
the situation and we say "ell we will have to alter our 
undertaking or our contract". is not that the situation 
in the oil business? 
é Pretty much so. 


So that this question of guarantees should not loom 


DQ 


very large. You must satisfy yourself that the firms ~ 
you must lay down conditions, i admit, that will 
reasonably protect you, but they gannot be hard and 
fast, you will admit? 
A That is why we employ lawyers, sir, to do that for us. 
q “4110a lawyer change anything to mest a situation if 


it develops that it cannot be carried out? 


4 He keeps us on the straight line. 

Q You are very fortunate in having that type of a lawyer‘ 

4 Yes. 

@ You have a pretty good idea of where our refinery, the 
Lion Refinery, is located in relation to your trunk 
line? 

& Yes: sir. 

Q And the operation of making actual deliveries would be 
comparetively a simple one, would it not‘ 

A Reasonably so, sir, if you had good connections and 


ample tankage. 


Q It is a matter first of opening the value on the trunk 
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line. +e will assume we are going to deliver right 
now 

A Yes. 

Q I want to show that so as to geuge the operation? 

A Yes. 

Q Your man opens that trunk line valve that leads into 
the refinery tank? 

b Yes. 

Q And he goes to the tenk he is going to deliver into 


and opens the valve there? 

A He goes to the tank first. 

C By the way, let us clear up the Situation there. 

What is the common practice of pipe lines in connection 
with the valve at the customer's tank, so that we can 
evaluate this question of safety again‘ 

A in making a delivery: 

q 265% 

Is the block valve at the customer's tank not usually 
the property, or under the full control of the gauger 
of the pipe line company? 

4 The block velvet 

Q Yes; the valve at the entrence to the customer's tank. 

A No. I cannot say that on deliveries. I cén say on 
regeiving or accepting oil the valve belongs t©° the 
tank and the tank is this instance belongs to the 
producer. 

Q So that what you are saying now is that at the present 
time the Royalite Pipe rine has not yet entered into 
the business of making deliveries direct to independents 
or direct to the refiners, and as a result of that you 


have not yet developed a technique to take care of that 
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Situation. 

A nat is Tieht, sin. 

Q But you are familiar with the method thet is done, that 
is used? 

A Not too familiar, sir. 

@ Not too familiar’ 

A No. 


If I suggest to you the way it is done is that the Pip 


£) 


Line Company, in our case the Imperial does it, puts 
it valve with a special fitting, that enables the 
Imperial gauger to keep that valve open and lock it in 
an open position, or to keep it elosed and lock it in 
a closed position, and when he begins, or when he 
notifies our refinery that he is ready to make - or 
when the Imperial notifies our gauger that they are 
ready to make deliveries,, the Impsrial gauger comes 
to our tank and opens Up this valve and locks it in 
an open position and then he makes a gauge meam renent 
ih the tank.: ‘yould not that be, Jn your opanion, the 
operation that your gauger would be bound to do in 
this case? 

4 He would be instructed to go to your tank and examine 
your tank very carefully and see that there are no 
other draw-off lines open, and in all probability he 
would be instructed to place a Lock on all valves in 
that tank during the »eriod that delivery is being 
made, so that no oil can be drawn cut during that 
interval. Then he would open the line into that 
ode the trunk line, open up his trunk line 
valve, pinch Gown on the blosk gate in the trunk 


line to put sufficient back pressure in the line to 
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@nable oil in the line to flow into your tenk. 

How would the delivery be compl stedt 

Vhen the approximate amount of oil desired was delivered 
into that tank he would olose off at the main line, 
Close off at the tank, gauge the tank in the presence of 
one of your employees to verify that gauge or measurement, 
and release all the other valves in that tank and leave 
your property. 

So that is the entire operatioh’ 

That is as 1 see it, standing here, sir. 

“ig@ll there is another matter I want to draw your atiention 
to. That is the practice of a pipe line company to 
demand that the tanks into which they run have no other 
outlet, excepting the one that the pipe line company 
uses and they then remove their valve - that is in the 
Ggse of the Imperial that is exactly what happens - 

so that in thet case your pumper would only be called 
upon to disconnect a union. might explain, I did 

not make it eglear, and I want to explain it for the 
benefit of the Comission, so you will understand 

the operetion, there are twe valves. There is our 
valve coming out of the tenk, and then there is a 
hipple on the outside of the valve: 

Yes. 

And there is a union: 

Yes. 

And then there is another nipple and then the pipe line 
company puts its valve there, and that is the valve 
which, when it is not in use, there is a block or a 
dead end, with a link and a chain so that no oil can 


be drawn out of the pine line. Now that is the condition 
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that applies or perteins to our operations, and is the 
usual way for a pipe line to make that delivery anc 
under those conditions. Now in view of tht it would 
be ‘simple...... 
THe CHAIRMAN: Does the witness agree 
with that? 
& That is one method, sir. The sole reason of going 
through all that is to assure yourself that someone 
else is not drawing oil off that tank at the time you 
are making delivery into it. Whether it. is’ done one 
way or another, the sole purpose is for thet assurance 
that you know that the oil you are putting into that tank 
is staying there till you have an opportunity of gauging 
or measuring how much ycu put in the tank. I do not 
know what the usual preetice is throughout the different 
parts of the United States and Canada of making delivery. 
But I would want to be assured of that your men, through 
accident or intention, were not drawing oil off while 
Iwas making delivery to youe You would-expect that. 
oi We OP LOTKINS § I ould expect that but 
I am used to operating under definite regulations that 
places the responsibility, the respective responsibilities, 
and if you come along and make conditions that are hard 
then I may not be able to comply with them? 
A It is not my intention to make any ¢onditions unreason- 


ahle or hard. 


& 


I am not imputing that it is. «hat IL am asking you to 
answer is whether you do not intand to define these 
different conditions, as is defined in the Montana 
regulations, all these things are Jaid down. And 


you admit you have no experience so that you are going 
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to have to develop a technique and it is now a good 
time for you or your department to advise us what 

your intentions are, and reduce them to writing. 

would you agrees that would be a reasonable request? 

I would consicer it a reasonable reguest if you 
consider thet necessary. I thought these small details 
could be worked out under a gentleman's azreement 
between the refinery and the Pipe Line Gompany. How 
we were to lock up his tank. 

Yell, lr.Coultis, you have been with the Royelite 

Oil Company for a good many years? 

Yes sir. 

You knov that a small company such as the Lion 
Refinery, or any other similer company,: is not in a 
position to go to your Company and ask to be treated 
on an equal ta sies where they will desl with us just 
as ordinary equals? 

Le have had dealings, Mir. Plotkins, and 1 have never 
had a complaint from you, sir, that you were not served 
satisfactorily, thet I know of. 

No, you are absolutely right? 

Thank you. 

As far as personal dealings with the operéting depart- 
ments, that is perfectly right. But, sir. Coultis, 

you know before I can approach your department, or 

our company can approach an operating department, 

the Head Office of the Royalite ,in this case, Mir. 
McLeod, has to establish a contract or a contractual 
relation, and then the conditions are laid down under 


which we must deel with you, with the operating depart- 
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ment and it is at that time that the Head Office in 
Toronto lays down all the details, and naturally 
unde: them onnditions IT am not in a position, or our 


Company is not in a position to go to you and say 


"Yell now, this is unreasonable." Your answer would 
be, would, it not, /e11 IT am sorry, but thes is umy 
instructions." ‘/ould it not be? 


It was not when you came to me and asked me to take 
delivery of the Sunburst oil. ve made arrangements 
right in my office and I took delivery of your oil 
from the Sunburst, on one condition, that I would 

not take more oil from that well than the pro-ration 
allowable, so that I could treat you and that well 

in a similar relation to the surrounding wells in 
that district, I have heard no complaint from you, 
sir, and there were no - apparently no difficulties. 
Are you unaWare that before I went to you that the 
Company, through Mr. McLeod, had spent months in 
agreeing to do it? 

You were not deeling through me, sir. 

I know that. So that you are not saying now I could 
have gone to you, and did go to you, and that you 

had the power to accept the oil without consulting 
the management. Is that what you are saying now, 
that you did on your own responsibility accept this 
oil without consulting the management? 

You and I made an agreement in my office that I should 
accept Sunburst oil and I did So. 

So you do not know: that there was a previous agreement 
with the Company’ 


I know that you have called on ir. MeLeod but I do not 
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Know what all your conversations or arrangements were. 

S) Now, “r.\Goultis, if the Lion Refinery has to receive oil 
in minimum lots of 3,000 barrels, how big a tank would it 
be necessary for the refinery to have in order to receive 
By 000 Darrel s? 

A Lrobably 3,000, nrobably 3,200 barrels. 

Q That is providing they were going right down to the bottom? 

A Well, you would need to leave a little bottom room for bottom 
sediment, dead-wood. 

a So that your opinion is that it would take 3100 barrels? 

A Tanks of that capacity. 

& itl suegecst to you <in order to) make 2? workable ¢ would 
be better to say 3500 barrels? 

A That would be better. 

9) That would be better? 

A Yes. 


i So in order ta take one delivery we heve to have 1-3900 barrel 


tank? 
A Tanks of: that capacity. 
Q well, yes, we are agreed on that? 
A Beesuse 1 assume, sir, that. you would nov hove run your 


refinery right. down to tank bottom Defore you asked ror 
deliveries, you would have some storage canacity there to 
keep going on, that is a-small amount. 


Q Phet vs what 1 am trying to bring out? 


A An amount of tankage for any refinery, small or large. 
Q Wait a minute, in order to make av workable; in other words, 


in order to make it in practice possible to accept 3,000 
barrels on one pumping a refinery would be called upon to 
have 22-3500 barrel tanks; otherwise, it would mean extra 
expense in pumping into another tank in order to permit the 


refinery to carry on while you were making another pumping, 
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is that not the practice? 

Ney. oO not think so, 

You do not think so? 

No. 

Well, why do you say you do not think so? 

Because you are inferring that you would want in storage in 
pour terinery yard‘5500 berrels 35r.3,000 barrels of oi on 
hand when you ask for an additional delivery, is that not 
Prent? 

Uae DD) 10. 

Then, why would you want 3500 barrel tanks? 

Bor wis ‘reason, “vr. Coultis, 1 will nut 1% differentiy, At 
would be necessary, Would it not, in-order to give you an 
SPrpoertunity to pump the minimum’ of 3,000 barrels andvstiit 
permit current operations of the refinery, to have twa tanks 
so that when you Were using one tank you could pump into the 
other, Would it not be nécessar y? 

Ves’. 

inet is righv? 

You would require though 1-24 hour supply for that refinery 
because you are giving me 24 hours' notice that you want more 
OL. 

Yes, that is right? 

Y6s, 

You are not taking into consideration this, Mr. Coultis, that 
you have laid down a rule that we must accept ,35,000 barrels 
and a 24 hour supoly, in the case of the Lion Refinery you 
say 500 parrels extra? 


Yes. 


well, now, we cannot nave the 500 barrels in the bottom of 


the tank and say you pump 3,000 barrels in it, could we? 
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A 


& 


t do not know what your system is out there, Mr. Flotkins. 

tf have never been in your refinery and I am not a refiner 
but 1 believe that I could deliver you 3,000 barrels a day 
if you had sufficient tankage to keep your refinery running 
in the neighbourhood of 24 hours. 

Well, you are asking me, Mr. Coultis, the rule you lay down 
makes it impossible for the Lion Refinery to operate, there 
is no question of being a refiner, it is just plain logic, 
plain common sense? 

ieee NOt talking of refining, sir, I am talking about 
delivering oil. 

But you are not Willing to consider the vroblem of the refiner 
Peevecepling agélivery of the oil? 

moreter not to @o into the refining end of 17 either from 
Operations or storage. 

59 that you claim that we can operate our refinery with that 
one tank, a 3500 barrel tank, and in between pumpings shut 
eown our, refinery, is that. right? 

Oh, no, no, you would not do that, I would not. 

You do not have to be a refiner to umerstand the operation, 
you would be required to eliminate that operation? 

Another tank sufficient to keep you running while you took 
that delivery, which I specify should be made in 68 hours. 
All right, so we Will assume that we have another 500 or 
1,000 barrel tank? 


Yes. 


And you would be then, what would then be the nosition, would 
it mt be that we have to numo from the 3,000 barrel tank 
teto. the 1,000 barrel tank so as to nrovide us With crude to 


operate on while you were refilling this 3500 barrel tank? 


No. 
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It would m t+? 

1 OR 

Well, would you, how would you go at it? 

ft would just open a valve when I had the 3,000 barrel tank 
full and it would run over into the 1,000 barrel tank andl 
morldehold thet there until E..:::.. 
Wait a minute, you told us while you were pumping into the 
tank, you would not allow anybody to interfere? 

Oh, I said when the tank was full and had a head on it, which 
would flow nicely over to your 1,000 barrel tank, it would 
just flow over there very nicely and that is your first 
Operation after I leave the place. 

Demay be dense, but I cannot see how I am going to operate 
with two tanks; a 3500 barrel tank and a 1,000 barrel tank, 
and pump into both of them,as you suggest, from the pipeline 
and be pumping out at the same time from clther one or 
the other tanks. 

THE CHAIRM .N: The witness suggests when vou have 
Vour So00 barrel tank’ full. 

Mik. PLOTKINS: Yes. 

TH. CHATREAN: And the operation of numping into 
that tank is over and done with, that you then, he says, 

fill your 1,000 barrel tank from that, which leaves, fill 

it by gravity, which leaves your 3500 barrel tank with 2500 
barrels in it. 

MR. PLOTKINS: Yes? 

THE OB IRMAN: | And when you want some more, when 
you want 3,000, you have your o 1,000 barrel tank full and 
you order it and you get it, that is what the witness is 
saying. 
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THS CH IRMAT: Is thot not right? 

That is so. | 

MR. LLOTRINS: Well, not xetually, if I suggest 
Peyod, fr. Udultis; that in actua oractice that is not 
feasible, would you say then that the best way out would be 

to have two tanks? 

weli, I would not say it was not feasible because I can do it. 
mou can do it? 

with very little effort. 

in view of the fact that you have stated that the operation is 
Wery, very simple, 18 a very simple one, and that, would it 
not be, or would it be unreasonable for our refinery to 
suggest to you that that figure of 3,000 barrels be made 

1200 barrels? 

Or you might say 500 barrels. 

The reason I say 1200 barrels, we now have 2-1500 barrel tanks, 
that is in thet service that was 2cceptable to the Imperial 
eo -and is »Geeptabie to the Linevial O11; and we heave 
invested the necessary money and those tanks are properly 
yrovided with the necessary fittings, etc., and wo:ld it be 

a burden on your departinent to make a pumping of 1200, a 
minimum of 1400 ? 

i understood, sr. rlotkins, if you gov the pipeline connection 
that it was your intention to purchase tanks in Montana and 
move them to your refinery and you were putting in extra 
storage there which you considered, a great deal, an additional 
volume of storage to what you have now,either at yourrefinery 
or up on the hill east of the refinery, so that youcould 
store a quantity of oil. 

Y¥su peopably are referring to the plan which our company 


suggested to the Royalite Oil Company for the purpose of 
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jobbing crude oil, which has nothing to do with the refinery 
operation? 
I do not know what you intended to do, sir, Iwas under the 
impression that you were moving tenks in, but I could not 
Catch up With where this location is going to be. 
meeule Oresent time we have no intention of nutting in any 
Pee storage tan because our operations at the vresent time 
ao not Warrant it. 
Meeoeenot consider 4,000 barrels or 3500, or two of them, if 
Meecosary, big storage tanks for any refinery. 
Beeeouy what would be the burden on the pineline to make 
Metiverics of 1200 barrels minimum, wh2t would be the burden? 
It would mean sending a man cut to your location at very 
frequent intervals. 
Yes? 
and if we commenced taking deliveries of 1200 1 would expect 
Moc | would shortly be asked to make 500, 300, and it is 
trying to set the thing up on some kind of workable basis 
thet Will epply to you or any other refinery requirim oil, 
and 3,000 barrels to me seems to me to be the very minimum 
figure that any refinery would want to bother with accepting. 
ft, Vr. Coultis, you are not called upon in, your operations 
Powe orry,.about finances, are your 
sell, — just cannot spend all the money that I want to spend 
and get all the money I want to spend sometimes, I have to 
Worry to that extent. 
guite proper, but I mean you are not called upon to fiai the 
money? 
I am expected to earn some money. 


Oh, yes, so I am asking you to ap»roach this entire subject, 


not from the frame of mind of a large company, but from the 
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esetual facts as it would 2pply to a edmpany such as ours? 

Yes. 

and view it in that light? 

Yes. 

THi: CHAIRMAN: ALL aes i think, Mr. Plotkins, 

Mr, Nolan is quite alive to the difficulties which you by 

way of cross-examin:tion have put Corwen and we are, perhaps, 
Wasting time until we hear from him again, you see. It may 

be, indeed, that some of these things may be ironed out. 

feee> 1S) not it is the Commission's duty to concern itself 

with the question of discrimination. What findings we make 
Pre 20r us to saywhen th: proper time comes but if in the 
meantime something, which seems fair and ressonable to every- 
Beey presently coneermed, is arrived at, there is no mcessity | 
Por Our entering upon that subject. Now, I suggest to you, 
subject always to what counsel may say, that you let the 

matter rest until it has had further consideration, 

MR. rLOTKINS: i.am quite aware of the fact nnd 

I think that is a very Sensible suggestion. 

THE CHal Rian : Any other questions from Mr. Coultis? 
MR. FR:WLEY: Not fran Mr. Osultis. We were 

going into something else, Mr. Nolan, Mes. WOOLLEY < 

MR. NOLAN: That now means, sir, that for the 
convenience of visiting witnesses Mr. Coultis is going to 

step down, 

TH: CHAIRMAN: Wr. Coultis is just stepping down? 


MR. FR..WLEY: Yes. 
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LeROY 2DWaRD WOOLLY, having becn first duly 


sworn, examined by Mr. Frawley, said: 


CG Mr. Woolley, you live in Toronto? 
A Yes. 
Q You are an official of the British American Oil Company? | 
A WO, sir, I am the manager of the refineries. 
Q You are manager of the refineries for British American 011 
Comp any? 
A Yes. 
Wy How many refireries have you under your supervision? 
i Hour, no, three, three in eperatvionvand one under construction, 
Q dhere are they? 
A Montreal, Toronto, moose Jaw and the new one here at Caleary. 
G Lng you have a property at Coutts? 


A Av Coutts, yes. 


&. 


end What isthe situation with regard to the one at Coutts? 
A well, that is being dismantled. 


and you have another property Ay Cale ry.) the) DeLee? 


& 


f- 


The Bell Refinery, yes. 

of And what is the situation with regard to the Bell? 
A With regard to the Bell? 
Q 


Is it operating? 


A io, Sir, not asa refinery, no. 
Q Has it bem dismantled as a refinery? 
cn No, sir; 


- Zt is still there? 


ti Ye Se 
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It, verhaps, might be called a "stand-by operation"? 


A Yes, it is a stand-by operation. 


G Now, you have a refinery at Montreal? 


A Yes. 
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And what kind of erude do you run in the refinery ‘at Montreal? 


Q 
A Last Texas erude. 
a} and that gate to Montreal how? 
A Py pipéline from the field to the Coast, 
| () At what point? | 
A There are three or four points there. 
and then? 
Then by boat to Montreal. 
By your oWn tankers? 


A No, by tankers under charter. 


Q@ And then to Montreal by tanker, all the way to Montreal 


by tanker? 
= Yeas 
—Q snd the Montreal requirements are unloaded there? 
A Yes. 
Q and then how about the Toronto requirements? 
A The Toronto requirements are shipped by smaller tankers to 
Toronto. 
a) Trans-shinpved into smaller tankers at Montreal and shined 
mo vo lordsn tor 
JA Yes. 
® am you have, that is Sast Texes crude too, is it? 
A Yes. 
& and you have a refinery at Moose Jaw? 
a Yes, 
Q -nd what kind of crude are you running there? 
A we are running Turner Valley crude. 
Q Turner Valley crude exclusively? 
A we have not been exclusively, there is a small amount of 


Cutbank crude. 
Q mean in the year 1938, well, in this year to start with, 
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in 1939 have you been running some Cutbank crude? 
A Yes. 
Q How does that reach Moose Jaw? 
A From Coutts, or rather from Cutbank through the pipeline to 
Coutts, and then by tank ear from there, 
Q So the subsidiary company, the Toronto Piveline Company, 
iS Operating a line from me Cutbank field to Coutts? 
Yes. 


A 
Q -> onanee at all in: that line fran Oitbank to Coutts? 


A Ho, sir. 

Q And then it is loaded into tank cars and shipped to Moose Jaw? 
A Yes. 

Q By tne .C. Ps Rs? 

A mie Cs. Ps Hs, yess 


Now, at Coutts, you are not running anything? 


Last year. 


°) 
A 
Q You did run some crude at Coutts? 
A 
Q Within the l-st year? 

A 


Yes. 
Q And that was Cutbank crude? 
A Yes. 


Q Now, why have you been taking in Cutbank, oh, well, what 
have you been paying for the crude which you have been 
taking fran Cutbank to Moose Jaw within the last couple of 


months say? 


A we have not bought any crude in Cutbank for the last year. 
q You have not bought any? 

A POs, SATs 

Q ee tes not bought any crude in Cutbank for the last year? 
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A To my knowledge we have not bought any crude for about a year 
now, 
Q Then the crude which you have used, just finish your answer, 
I am sorry I interrupted? 
A Pardon me, the crude we ran, we ran a little bit last year 
} and we finished it up this year, with crude Which we had in 


stock at the time, I believe it was about this time last 
year, in the Spring of last eyear we started to run Turner 
Valley crude at tioose Jaw 2nd we hed a small amount of crude 
Zn stock over there. 

| Is th-t the only crude you have been running at Moose daw? 

| 4 Bes, just to cléan up our stock. 

Q There has been m recent movement then at all, even out of 


Cutbank storage over into Moose Jaw? 


A There has been a recent movement, yes. 

Q But that is out of storage at Cutbank? 

A Yes, within the Last month. 

Q That is crude Which was bought and paid for a year ago? 
A A year ago. 

Q@ Yes. Now, Mr. Woolley, you have been asked to come from 


Toronto to Calgary to give evidence before this Commission 


because of a suggestion that has been made, speaking for 


your company, there is a danger that you will have to stop 
running Turner Valley crude out, that you will have to stop 
shipping gasoline made in Moose Jaw from Turner Valley crude 
into the Manitoba area and you will have to replace that with 
gasoline made in Toronto from wast Texas crude, you understand 
that iswhy you have been asked to come here? 

A Yes. 
THE CHAIRMAN: East Texas? 


MR. FRAWLEY: Bast Texas crude, yes, Mr. Chairman, 
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is there same question about that? 


THE CHAI RMAN : I thought it was I,linois crude, 
MR. HARVIE: It i8 the same situati on..:..<. 
MR. FRAWLEY: It was the Imperial Oil that had 


the Illinois. 

MR.HARVIE: It isthe same operation that 
exists so far as the Imperial is concerned with Illinois, 
MR. FRAWLEY: Mr. Woolley has come all the way 
to tell us it is the same thing with the British American, 
it has only been recently that refined products have moved 
from Moose Jaw refinery to the Manitoba area, when I say 
recently, how long has it been? 

Well, Now, 1nt> ail of Manitoba, or what pert; you see, 
Manitoba is usually our dividing line some place and when 
you say Manitoba we ship from both ends. 

Now, Was there a time recently, within the last year say, 
when the Ontario refined vroducts were cut out of the 
Manitoba markets altogether? 

Yes, last year. 

About when was that? 

I think early Spring of last year. 

Yes, that is what I understood? 

Now, before that time..... 

There was a time when refined products from Ontario came 
into Manitoba? 

Yes. 

And now there is none coming at all from Untario? 

I do mt think so, a very small amount hs been this last 
year. 


The whole Manitoba area is, I understind, is now supplied 


: | 
Cae & ae We ey 
wa » Sie te? Orie 
: Aon re re aa Soe 
a 7 n * 


. = 
* 
“i . 
SAs ” 
i famine” oe 
a OP fas 
~ 7 3 
a : 
.—-) 
sy 


F a ee 
suns ait fF 35 


a Bias fe 


"e } , i 
N : : 
Jee 2 ; - 
» ‘a. be © 7. 2 ys P . 
ae a S or ryt ‘ ort o wy) re 
e £30 fetsequi Si 
* 
Pe Sates 
a, 5 oe 
-. “ re he) ~ 
BAN ¢ iiss = 
> 
; 1 
ey ’ “> ‘Goa 
- y ‘ en f xp " > 
3 i . ar’ ia, &2 
v ff E 2 
- ie f 7 é i 
é ie toe Vy ae t ) <3 i 
f 
: : ; ba pe 
r te ks 7 i} a any SBE 


eae = Se Si he lg eae ie ao 
Side {Rb ey esas 4 7.5 {ased reed 


oh ohre< 
£ TL 
re He ym (oe * EP 
one | oe & é 
<> 4 
or 
SAFE ae 
Pat s 
> pra $ ee 
‘ os Fe oe. the 
$ 
‘ €. ~ 
be se oy ; piel Paes 
‘ ; xt + = Hic edie om 
‘ 
ye é 4 
“= 9 3 eae 
. 4 " iets 


Y 


gt ee uly a 


sy te ae itd? a pei titted 
hate, ple cance Zee 
sd ta 


Aa ir 
ee eat? s 


Ae Re 8 a 


ne 
15 


L. 


ce 


A 


A 


A 


E. 


normally from the Moose Jaw refinery? 

That is right. 

TH. CHAIRMAN: You started early inthe Spring 
of last year, that would be 1938? 

MR. FRAWLEY: 19358. 

MR. SRAWLEY: And at that time you began to 
Occupy the whole of the Manitoba area with refined products 
made at Moose Jaw? 

That is... ts 

From Turner Valley crude? 

inhat Ls right. | 

And just for the sake of the record, you will remember 
whether that, it was at that time that the Imperial Oil 
Company moved their refinery products from the Regina 
refinery into the anitoba area and discontinued making 
shioments from Sarnia to that area? 

i’ d0 vot know that. 

You do not know that? 

No, sir. 

Now, Mr. Woolley, Mr. Harvie will examine youwith respect 
to the extent of, the existence of and the extent of the 
threat of gasoline made in Ontario by your company from 
East Texas crude re-ocecupying the Manitoba area from the 
gasoline presently moving out of the Moose Jaw refinery 
made from Turner Valley crude? 

AES 

MR. HaRVIb: Mr. Woolley, just in connection 
with Mr. Frawley's remarks that you are here at the request 
of the Commission to give your company's views, your own 
views on the effect of use of Sastern crude or astern 


products, on the Turner Valley crude mirket in the Prairie 
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Provinces, that is why you are here, that is the summary of it‘ 
Yess 

and when the proper time comes in your evidence you are pre- 
pared and athorized by your company to speak asto the policy 
of your canpany in that connection? 

Yes. 

THE CHALRIMAN : We could never have a more proper 
time, so far as the Commission is concerned. 

MR. HARVIE: I thought, Mr. thairman, after he 


has given the vicutre. 


TH. CHALRMAN: Ob Gu ite. 

MR. HARVIE: During the course of the day. 

TH: CHAIRMAN: I thought you meant other occasions. 
WR. HARVIL: Idid not want any impressioni 


left that tir. Woolley was not authorized to give the 

evidence you ask for. 

TH: CHAT Ri. AN : Ohneiguuate sod wiew ondennirnyou 
would mind; before you start; have “r. Woolley tell us 
something about the company, about the British American 
Company, where its heal @ fice is and where its ramifications 
are, just so we may have the picture as we have had 


of the Imperial? 


MR. HaRVIc: Yes. 
MR. HaRVIE: Mr. Woolley, can you just give us 


soe general details of what yow might call....... 


THE CHAIRMAN: In a very general way, Mr. Woolley. 
Yes 
MR. HARVIE: What we might call the set-up 


of your company and where it carries on operations? 
Yes, the British American Oi1...... 


May I just, at Mr. Frawley's suggestion, ask you how long you 
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have becn with the eompany? 


A I have been with the company for sixteen years. 
Q In your present nosition? 
A No, as manager of the Refineries I have been eight years, 


and then eight years before that I was Superintendent of 


the Toronto Refinery, that was our original refinery. 


o> 


Q Your company, just go ahead and give us some picture of it, 
if I might suggest, it is a Canadian company organized in 
Canada? 

Yes, 
and its operations are carried on where? 

A The refining and marketing operations in Canada only from 
Halifax to just the other side of the Rockies. We do not 
go right over to the Coast, that is the ae ae 

Q Phat is fie wanes binge 

A And then the refineries, I have outlined the refineries 
aiready, and in the produiction..... 

a} Just of that now, you carry on your marketing operations 
throughout Canada excent in what we might call “Western 
Be. Gat 

A Tet. BS rents 


Now, Will you continue? 


Pe) 


The Company owns 100% of the British Americal 011 producing 
company, a company, a subsidiary company operating in the 
Unitec States with production in Oklahoma, Texas, Kansas, 
Montana and some other States I am not familiar with 
the full set-up of the production company. 

Q In connection with your Montana or your United States 
production, company, do you use your own oil in all 


instances or do you buy on the local market? 
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No, sir, you mean do we refine at our own refineries the 
erude which we produce? 

Yes? 

No, VeLrs 

Do you Gerth 4%) in any) case: 

de might. The producing commany Operates and purchases 
wherever they can and sells on the market at vosted vrices. 
And you, as a refining company in Canada, buy on what we 
might call “on the open market"? 

ve buy on the open market. 


und not necessarily from your own company? 


Noy. Sirs 


(Page 4182 follows.) 
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Tos ee “oolley. 

Q And the picture you have just given in connection 


with refining and transportation of orude is reason- 
ably scompletet | 

A Yes sir, 

Q Now, coming to the corporate set-up of your Company, 
You might just let the Commission - put on the recora 
Tor the Comission’ s informa vions .s'.. ss 


0. PHS CHALRIBWNSs Is it a Canadian Company? 


The 5B. &., Producing is a separate entity as 1 
understand it, under your B. &. Canadian company? 
Pie's PLA V Lise veer 
Tile CHALRHAT: Ana What are its activities, 
only refining? 
MR. cAARVIs: Producing only. The 
Producing Company producss. 

G THS CHAIRMAN: what does the parent 
company do‘? 

A The parent company is in the trensportation business, 


refining business end marketing, 


- I see. Transporting - that is in the pipe line? 
A Yes, not in the pipe line in Canada. 

Q Transporting, refining and marketing? 

4 Yes stir. 

Q WR. HARVIG: In other words the 


parent company earrics ona general petroleum 
business in all its branches exeept production‘ 

A That is right. 

q Just on that point. ‘Wheat production activities have 
you in Ganada, if any* 


4 In Canada‘? 


oR) 


Yes. 
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A Produation? 
Q YeSe 
A To my knowle.ige we have none. 
Q You are familiar with the situation in Turner Valley* 


4 Not thceroughly. Not from the producing point of 


view, no sir. 


al That is something we can cover later? 
THa GHATRMAWs Yes. 
LR HARVIs: In connection with the 


corporate set-up, it is a Canadian Company, organized 
in Canade and are you familiar with the capital of 
the Company? 

A No, I am note 
LRe HARV: I may be allowed to 
file some information on that? 
THE CHALRMANs Yes. 
ME. NOLAN: I was asked to do the 
same thing at one stage, and I said I could get a 
book, and I think the Commission agreed to that and 
I have the book here, I am sure the B.A., is in 
the same book. It is a reputable book. ‘ould not 
that save a lot of time and trabibtro? 
THE CHATRMAL; Wwe merely want some thing 
on the record showing these thingse -+ 
MR. NOLAN: if this is offereée in 
evidence I should direct your attention to Fage 95 
of the sxhibit. It gives, sir, the capitalization 
Suthorized, issued, directors, dividends, Head Office, 

| Subsidiaries and @ general summary of the kind of 

operations that the Gompany carries on. 


THE CHARMAM: | That is exactly what I 


ot 


. er 
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had in mind. That covers your company jin the same 
fashion? 
MR. HARVES: Yes, I think it does. 
Mr. ‘loolley, I am producing the 1989 edition of the 
Financial Post. The name of the book is "Survey of 
Canadian Oils", and published by the Maclean Publishing 
Company Limited. At Page 50 1 note that there is a 
summary of the British American Gil Company Limited, 
and I wonder if you might just look at it. 
ine” GO HAN AG Des On whet page did you say‘ 
Mik. HARVia: rase 50% 
Yes, I think that is substantially right. 
Substantially you would say that is right? 
That looks like a very good description of our company. 
THe CHATRIAR: And you are offering 
the book as an exhibit? 
Mite TARVIG: Yes, my Lord. 
"SURVIY OF CANADIAN OILS", 
BOOK IS WOl) MARKED 
op. Salk Won he Aus cea 
THE CHAIRMAN: Mr. Nolan, you asked us 
to have regard in Exhibit "164" to..... 
Lik. NOLAN: At Page 95 for infor- 
mation pertaining to the Imperiel Oil Limited. I 
see ve enjoy two pages, 95 and 96. 
Pete PLOT LES: I might point out there 
is also relative information for the Royalite, and that 
Should be considered and pointed out. 
Biv. NOLAN: And perhaps Lion Die sis 
in ens too? 


tine PEOTEIVS : I do not know about that. 
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L. &. Yoolley. 
Mik. FRAVLSY: He may not be in there 
but he is in here. 
Bx FOOTKING I think we are in there. 


Wwe did submit information. 

THs CHSTRMAN: Oh well, we are taking the 
book in toto. ‘ie will find anything we want in it, about 
either the Lion Oils or the Royalite. 

UR. HARVIE: This refersnce to the British 
American Oil Company I should state is on two pages, 
Pages 50 ani 51, and I think possibly covers al] the 
information the Commission wishes. The headings, if I 
may be allowed to read them are....... 

THE CHAIRMAN: Yes. 

MReHARVIa: It gives the fact tit 

it is @ Dominion incorporated company in the year 1909, 
and gives the detail of its head office, the Stock 
uxchange on which itssheres are listed, the transfer 
agents, a long summary of the company which I would 

take to be the history of it. The names of its sub- 
Sidiaries. The capital stock. The dividend record. 
Directors and officers. Funded debt and senior 
securities. betails of the producing company and the 
financisl statements for the years 1995, 2936 and POST. 
I think that is fairly complete. 

THS CHAIR Ns: Yes, 1 think that is all 
we were inquiring into. It shows the subsidiaries of 


this Gompany. Are there other subsidiaries that are not 


shown? 
VE NOLAN: CNR e ion We 
THe: CHATRMAN: Of BoA 


Mi. PRA LAY: It professes to nase all 
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MOO ¢ 
the subsidiarics. 
MR HARVIS: | ieee Yes, Lire Chairman. The 
wholly owned subsidiaries in detail. The wholly owned 
subsijiaries are The British American Oil Producing 
Company, a Del®ware Company which owns and operates 
oil leases in United States. It also wholly owns 
the following....-. 
TH CHAT RIAN: Is that the producing 
company of which the witness is now speaking? 
Yes sir. 


fits FRAY LITY : Oh no. 


MR. SRVIg: It is the British American 
Oil Producing Company Limited. 

THE CHAIRMAN: | Yes. 

MR. HARVI#: The British American Oil 
Company, the parent company, also owns, wholly owns 

the Toronto Pipe Line Company, a Dslaware corporation, 
ree owns and operates pipe Lines in Texas and Montana. 
Then there are five companies operating tankers as 
follows:- Britamoil Limited, Britamolene Limited, 
Britamoco Limited, BritamlLube Limited and Britamette 
Limited? 

That is right. That is what appears to be entire list 
of the subsidiavies. 

THE CHAIRVAN: The one you describe as 
the parent company, the British American Oil Company 
Limited, the Canadian Company, is it in itsttern a 
subsidiary of any other company? 

No sir. 


TH CHS TRVAN : fll right. 
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MR.HARVIS: The ohly information on 
that that I see here is that there is an authorized 
outstanding capital, par common 3,200,000 shares and 
2,624,642 shares of non par value. There are also the 
particulars of some funded debts. I think, maybe 
Mr. Chairman, with your permission we are prepared 
to file a list of the shareholders to show the owner- 
ship, if it would-be of any assistance, to show by 


whom the Company is owned. 


THE GHALRIAN: It might eliminate any 
question. 
lite HARVIS: I think it does eliminate 


what is in the Chairman's mind. 
ee Ly € That matter is the subject 
of correspondence between myself and Mir. Bronsden, the 
seeretary of the Company, at the moment, and when he 
comes not only will he have a list of the shareholders 
but he will endeavour to split it up and go into it 
quite Tully'as he did for me a couple of years ago. 
TH. CHAT ANK: Insofar as this Commission 
may bs concerned with unrestricted competition, it is 
of interest. 
Ee. HbRVLS: . I presume the point is 
whether the British American Oil Company Limited is 
in anyway directly or indirectly sontrolled or 
influenced unduly by other major oil companies. °e 
will try and supply that information. 

Q You said, ir. oolley, that generally speaking the “-estern 
Prairie Provines market has been supplied by erude 


from Turner Valley, excepting a small portion...... 
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That is last year you are speaking oft 

Yes? 

Yes sir. 

And that the #tastern Canad: m rket is supplied from 
crude brought in by you from wast Texas’ 

Yes sir. 

And refined in either your refinery at Montreal or 
Toronto? 

Yes sir. 

During last year there vas: a portionof the market 
Vest of the Great kakes supplied from the Hast. 
Vestern Ontario? 

Beg pardon? 

There was a portion of the market ‘est of the Great 
Lakes supplied from the itast last year? 

Yes sir. 

The majority of “anitoba would have been supplied 
though last year from the ‘est? 

Yes sir. 

That situation is now subject to change in view of 
the change of the crude price? 

Yes sir. 

THE CHoAIRMAR: I wonder if you would 
clear up for me, if this witness can, just why the 
producing company would sell its oil on the open 


market, and the parent company buy its oil on the 


open market. If, by any chance, the producing company 


could get cheap oil, why should not firstly it give 
the benefit to the parent company of that oil. I 


want to understand, if I may, ere I am through, why 
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these divisions into companies where you are not con- 
cerned with regulations. Why treat them as strangers 
when they are working to the common end, the profit to 
the shareholders who have invested their money in the 
corporat ion? 

MR. HARVI£: I think that oan be 
readily done, Mr.Chairman. 

THE CHAIRMAN: You see my thought’ 

Mite HARVIG: Yes. I think. the matter 
of location of where that crude is produced has a great 
deal to do with it. I would suggest that if Mr. ‘Yoolley 
Gan ansver it, fine, but I would gather that Mr. Bronsden, 
who is the comptroller of the Company, would be maybe 

a better witness in that regard. Mr. Bronsden is 
presenting himself here later. 

THA CHAIRIMAT : Yes. ‘shen do you expect 


ur. Bronsden? 


Mik. FRAVLEYs Not during the pipe Line 
inguiry. 
Q JR. AaRVia: Are you in a position to 


answer that? 

I think I may clear up just a point there. 
Go ahead and do it. 

“ithout going into a lot of detail. 

THe CHAIRMAN: Quite? 


> D FP D & 


The reason I say we sold our production in the States 
and buy other crude is our production may be in Kansas 
or Oklahoma, and we aAave no means of having that trans- 
ported to us. ‘6 may have some production in sast 
Texas, as we have, but we nave not enough down there 


under pro-ration to supply our demand. So we have to buy 
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additional fast Texas crude to make up our belance for 
our Bastern refiner:as. But where we are selling crude 
in Oklahoma and Kansas, we would be buying it in the 
sast Texas field. 

Rive HARVIS: Is it the trensportation 
cost? 

The transportation cost. It is all a ‘atter of trans- 
portetion. 

THe CHAIRMAN: You would always take 
your own products? 

ReESvGits 

Only where it would be too expensive for transportation 
reasons? 

Yes. 

So it would be profitable for another corporation, that 
you should take it? 

That is right. 

MR. HARV: On tet point, do.l' iunder- 
stand that i. it was economical snd money was to be made 
out of selling your own crude and buying another crude 
cheaper, that would be your policy? 

Yes sir. 

In other words you would buy for refining purposes the 
cheapest crude’ 


axactly. 


producing company? 
Yes. 
THE CHA TRMAN: I suppose someone would 


consider hov far it would be wise to let your producing 
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company go broke, since you own it? 

(te HARVIGh? Is not that really looked 
after if I say it is on an etonomis basis. If they 
could save money by doing that. If they could not save 
money they will naturally take their owh crude. 

THE CHAIRIIAT: Yes, if the condition is 
permanent but you would not break your subsidiary 

for a temporary advantege in the market would you? 

Ma. HBRVIs: Mr, Woolley might, he 

is the refiner? 

I might do that. I might want to do that. 

THO CHALRMAT: It would not seem as 

though the directorate would consider that very far seeing? 

The other Company might have something to say about it, 

yes. 

MR. HARVIs: Hovever, I suppose thet 

is something Mr. Bronsden can tell us about. 

TH? CHAIRMAN: If the condition is 

permanent it might be well for your subsidiary to go 

overboard, but what I nave in mind is a temporary 

condition that would be set up for today or tomorrow 

or this year, does not create such a situation. 

MR. HAaRVIa: That is something I 

will direct the Company's attention to and ask them 

to tell you ebenwit te 

THE CHAIRLAN: Yes. 

Ma. HARVI: We are meeting now a 

changing situation brought about, I understand in 

your case through a drop of erude prices in Texas 

crude? 
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fA Yes? 

A Yese 

Gi There has been a drop in the field price of Texas 
crude’ 

A Within the last four or five months. 

% This has affected the estern Cenadian market’ 

A Yes sir. 

C Can you give me What the change in prices has been 


over that period, ix. oolley? 
A The price of sast Texas crude dropped from 1.35, 


uy think it eo, to sided. Ov 


i iver the last six months or so? ° 
A eS 

G That is a drop of 28 cents? 

A Yes. 


Q Now that being the casa..... 
Mes CHAIR AN: Just ascertain if you 
can, ir. Harvie, how that drop was effected; how 
the price is ereated; how it is maintained and how it 
is increased or lowered. 
Hz RV Gs: The t is the erude?t 
THE CHAIRMAN: Yes, the very thing 
you are speaking about. How did it drop from 41.35 
to ,»1-10?% Somebody dropped it. Somebody said "je 


won't pay any more then 1.10". 


& MR. HARVIs: Gan you give me any Light 
on that? 
ry Iam afraid I cannot help you on that. That is s omething 


that is settled by, i imagine, supply and demand, and 


regulations. 


TH. CHAIRMAT: ‘re have had some evidence, 
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for example, that the Imperial Oil fixes the prices 
of Turner Valley crude in Lurner Valley by naming a 
fieid price? 

4 Yes sir. 

G Presumably that is in the light of what prices are 
obtainable in competitive fields? 

A Yes sir. 

Q At the moment I do not see how anyone could prevent the 
Imperial Oil naming any price it liked in Turner Valley 
and the condition would obtain, for the time being at 
that price, if there were no other buyers. I am 
Just wondering, we are speaking of #ast Texas.... 

MR HARVI#: You are not suggesting 
there are no other buyers, are you, Mr. Chairman? 

THs Ode TRuAT: v@Ll other buyers who 

are willing to pay a highcr price. ‘“e have been told 
thus far, iir. Harvie, that the price is fixed in Turner 
Valley by the Imperial? 

LR e HARVOE: Yes. 

THis CHA LRIAN: And the impression I have 
at the moment at lcast is that the Be&., follows and 
pays that price, no more and no less. 

MR. HARVIS: — That is true. 

THE CHAIAiAN: I put it to you for consid- 
eration, iar“the Royalite or the Imperial -"I just forget 
which, names the price. The Royalite is it not? 

MA. PREULEY 3 The Imperial. 

TH! CHALREMAN: Oh yes, the Imperial named 
a price tomorrov' 20 cents lower than it is today, the 
Beis, would follow suit? 


Maeda tVis: I think there is no doubt 
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about that. 
THe CHAIRIGM: And the producer could 
then take it or leave it, but he would have to like it 
if he wanted to sell his oil. I say that is the 
impression I have at the moment. But we are dealing 
with a witness who is speaking of sast Texas, and 
talking about the drop in crude prices, and 1 want to 
know how that drop is effected, if I cans 
G MR eHARVIAi: Are you able to throw 
any light on that? 
A I am afraid I cannot help you on that. ‘/e are only 
a@ small buyer in East Texas. I think the sast Texas 
field and the Texas field produces about four or five 
or 600,000 barrels a day, something like that. Our 
Small bit in there <...+. 
G How small is your bit? 
A I think we used -bout in the neighbourhood of about 


4,000,000 barrels a year in the ast. 

Tis CHALRMAN: Supposing, iir. Harvie, 
for example, it has a bearing on this pipe line, 
Supposing the Imperial tomorrow fixed the price at 
which no producer could produce, and B.4., followed 


Suit, vihat would happen to the field? 


Wie HARVI: I have my views on it. 
TH CHALRIANs Really it would belong 


over night to the Imperial and the British American, 
for all practical purposes. 

Mt .HARVIZ: --*I think the witness is 
not capable of enswering that. I know a good many 
people have been trying to find out for a good many 


years about this. I iitagine it is a matter of evidence 
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from an expert on economics. 

THE CHAIRMAN: Wweveare Doing “old! = iT 
mention these things to Counsel so that they can 

give their minds to it now rather than vhen we go 

into conference at the end - we are told that cheap 
Illinois and cheap Texas oil would affect this pipe 
line run. You could affect the pipe line run too 

by just saying "We won't pay the price" and you do not 
need to talk about Illinois or Texas or any other place. 
If a person, any one person, or corporation or corpor- 
ations can say tomorrow ™:e won't pay a price that will 
@llow oil to run through this pipe line." 

MR. HARVIG: Theat is the situetion. 
That is one situation as far as Turner Valley field 


is concerned. 


THs CHAINAN: That can be arbitrarily 
fixed. 
Mi. HARVILAS: I do not know what 


evidence our company can submit that would be of any 
assistance to you on that point. If you can suggest 
any we would be glad to do what ve can. On the other 
hand we submit this, thet we are a small producer in 
the Hast Texas field where there is an open market. 
THE CHAIRMAN: You say, however that 
price is fixed in #ast Texas you do not do the fixing 
of it* You have to pay that price? | 

MR. HARVIS: Neither there nor in 
Turner Valley do we fix it. 

THE CHAIRMAN: Quite so. 

Mine HARVIL : we did Tix it on one 


occasion in Turner Valley but that situation has changed. 
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THE CHAIRMANE It may be that at the 
momsnt we are, perhaps, concerned with that phase of 
it. I do not know. That is somthing that all Counsel 
may consider, and they may think it is not our concern, 
or they might think it is, ane no doubt in due time 
give us their views. 
Mk. COMMISSIONGR LIPSETT: There is the other point 
of view. Supposing instead of reducing the price of 
Turner Valley crude, supposing it was raised 40 or 40 
cents and you followed it, you might be in a position 
owing to Illinois where you could not supply your 
Moose Jaw refinery at a payable price. You might sot 
© able to supply your Moose Jaw refinery on the one side, 
and also on the Manitoba market you would be supplying 
from your Toronto refinery? 
MR .HARVIE: Yes. That is the position 
anyone in the oil business is facing every day. It is 
purely a matter of competition. It is a matier of 
protecting your interests and to suggest one move this 
Company is now doing, that might illustrate the point is 
building a refinery in Calgary today to protect that 
Situation. There are other moves that are being made 
avery day to meet the situation. There is a possibility 
theoretically that they may be as you suggest, faseod 
by a situation where they could not compete, in which 
case they would be eliminated. 
THE CHAIRMAL: You see a suggestion is 
being thrown out here that is permeating this evidence, 
we have different fields, producing fields, and in a 
Measure they are controlled by large corpore tions. 


Vell, if a large corporation says in a competitive field 
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Le 3. Woolley. 


here, the price is going to be 90 cents, and some 
subsidiary may point to that price as a standard 

of excellence, a basis on which payment will be made, 
that orude oil is so much in Mid-Continent or Cutbank 
or anywhere else you like, and it does not control 
the competitive price at all. It can be played on 
back and forth. 

MR.HARVIE: That is possibly so. 
THi CHAIRMAN: Those are just thoughts 
that come to me 4nd I do not know that I should not 
express them before we reach the end of it, or of 
this phase of the matter so that Counsel.... 

MR. HARVIE: I am certainly glad 

to have your expressions and to be able to give them 
consideration. What help I can be in it I do not 


know. 
(At this stage the Hearing was adjourned until 2 P.M.) 
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L..-Woolley 
2:00 P.M. Session ~ATOS— 
oo: 
- 
LUROY EDWARD WOOLLEY, having 


been recalled, 6xamined by Mr. Harvie said: 

Mr. Woolley, just before the adjournment the Chairman 
intimated that he would like to get any information 
that was availiable through you or other sources as te 
the possible explanation or reason for the prise re- 
duction in taxes and [ do not know that I gave you 

an opportunity in my questions to say whether you 
could give any information on that ovr not. 

Well I do not think that I am qualified to answer 

that and ail that Z could do wovld be just to give 

you my own personal opin:.on from whet knowledge I 

have.» 

Yes? 

I think that Hast Texas crude coming into competition 
with Oklahoma Gity ox Cklahoma crude and Oklahoma crude 
coming into competition with Lilinois erude, with Il-+ 
lLinois crude in the past year or two, has had some ef- 
fect on the -ciher crude in the United States. the East 
Texas field and the Texas fields in general are run 
under proration, a very low proration ana Oklahoma City 
likewise, and with this large field in Illinois coming 
in, which is not yet under any conservation regulation, 
there is bound to be some competition and have Some ef< 
fect on the other crude being produced in the United 
States and furthermors the Texas crude comes in com- 
petition with Mexican crude, the Venezuela crude, 

othe» South american erudes and crudes of the world 

and of course world conditions are rathen unsettled 


pretty har@ to tell what factors would 
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enter into a price reduction or price rise. 

Q TH CHATRLAN: Is it not to be anticipated 
that the Illinois field will be prorated or exhausted 
as the case may be? 

A No, I think it is to be anticipated that it will be, 
as a wiatter of fact I think, I think, in fact I have 
read this just recently that there has now been a 

- goumission appointed by the State of Illinois and 
they are visiting in Oklahoma and Texas to investi- 
gate regulations in those States. 
so that would change the picture again perhaps? 

That might, yes. 

MR. HARVIE: Do you care to pursue that 
any further? 

THit CHalhuAl: No, just go ahead with any~ 
thing you wish, lire Harvias. 

Q Mik. HARVIS: Now pre Woolley, in mention- 
ing the crude you were using, you said your refiners 
in the Last were using Hast Texas crude? 

A Yese 

) Is that the complete picture? 

A No, I omitted to say that in our Imperial Refinery we 
also run a small amount of Venezuela crude, amounting 
to possibly 3 or 4 hundred thousand barrels. 

Q Ana why is that necessary or desirable? 

A Well the Venezuela crude is imported specially for 
asphalt manufacturing. 

) ‘Tell will there be a similar situation possibly develop 
in your Western Canada market, that you may have to 


bring in something other than the Turner Valley crude? 


A There might be. 
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That was what you have been using the Montana 

crude for? | 

No, we were using tiontana crude primarily to make 
gasoline, kercsene and distillate. 

THE CHA TRAN: You said the Venezuela crude 
was imported for purposes of making asphalt. 

Yes, we also make from it gasoline as well. 

Yes, how does the Turner Valley crude in that respect 
show up? 

There is no asphalt, no virgin asphalt in Turner Val- 
ley crude. 

MRo H&RVIE: If there was a market here 
for asphalt, you would have to import either Venezuela 
or a crude with an asphalt base? 

Yes, we can make some asphalt from cracking stocks, 
made from Turner Valley crude. 

One of the reasons you were invited here, iir. Woolley, 
was to give yor. company’s position in connection with 
competition of either Hast Texas in your case or the 
Illinois, as against Turner Valley crude, in the ieste 
ern market, have you any infomation you can give on 
that? 

Well I have @ map Nrepar 6d here or rather some indisa- 
tions on a mad. markings on a map here which may give 
the picture of competition between Turner Valley and 
bast Pexas crude as we are operating. It hoes the 
dividing line for the two products. | 

This is a map of the, a western Railway map of Western 
Canada? 

Yes 


That is the base map? 
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Yes- 
And on that you have in your own way by blue lines 
divided it into various areas? 
Territories, yese 
MR. HARVIE: I think maybe, iir. Chairman, 
we night mark this. 

(iiAP PRODUCED BY THE 


WITNESS WOOLLEY HERE 
MAnIGD AS BXHIBIT 


MES o) 
THis CHATRiiA N: And that map has superim- 
posed on it--- 
lake HARVIE: Some lines which I think we 
Gan explain: 
THE CHAIRiAN: Serving to show-=~ 
MR. HARVIE:; The boundary, the economic 


boundaries of the territories that can be supplied 

with crude from the last as compared with crude from 
Turner Valley, is that correct? | 

Yes. 

mR. HARVILE: In putting this in, Mr. Chair~- 
man, I should say that it had to be done hurriedly, it 
was prepared overnight bust I think we have it in a form 
that can be understood. I have several copies of it. 
MRe HARVIE: Now you have in.front of you, | 
Mr. Woolley, Exhibit "165"? 

Yes. 

Would you just in your own way explain what that purports 
to show? 

jell this heavy blue line down here shows the dividing 
line, the economic dividing line of Shipments between 


products made from Turner Valley crude at today's posted 
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prices, and products made at iiontreal and Toronto 
refineries. 
Am I right in saying that the area to the wast of 
that blue line is designated as “area A" on thid map? 
Avea A is supplied from our Bastern refineries from 
gasoline and other products made from East Texas crude, 
at wast Texas prices. | 
Now that economic blue line is as the situation is to- 
day? 
Yes, that is with the $1.10 crude East Texas. 
and §1.30--= 
G1l..26 for 46 = 47 gravity, I think that is correct for 
Turner Valley. 
That is the same as $1.50 for 48 gravity which we have 
been talking about? 
Yes. 
Mike FRAWLEY: Let us make it clear, do you 
mean right tod.y that is the way the gasoline is mov- 
ing? 
No, that is the economic line. 
lik HARVIE: I have not gone into the matter 
of the movement of gasoline. I am giving the economic 
Situation as it is today. 
Mike HARVIL: And that would be the dividing 
line as the economic situation is today? 
Yes. 


That is using 1.10 Texas crude? 


Yes. 


THE CHATEHiAAN: As against §1.30 Turner Valley? 


YES © 


MR. HARVIL: I think our figure is $1.26 
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Turner Valley, whatever the gravity 18, the posted 
price. 

THE CHAIRMAN: That is what I wanted to 
get at, is the 1.10 a comparable figure with $1.30 
Or not, having regard to gravity? 

$1.30 at 48 gravity. 

And $1.10, 48 gravity? ‘ 

G1l.10 at 38 gravity. 

At 38 gravity, you see that is different? 

I think it is 38 gravity Kast Texas, Hast Texas runs 
around 38 or 39 gravity. 

MR. FRAWLZY: Of course we have no posted 
price for a 38 gravity. 

It all comes under just one pri ce. 

Re HARVII: The posted price in Turner 
Valley is $1.20 for the pipeline run today, 91.26 I 


think it is for the pipeline run, 44. 


wR» NOLAN: 43> 

R.» HARVIB: 43 «+ 44 gravity. 

MR. FRAWLEY: el sO ee ate 

THE CH TRicAN: Gl.20 Mr. Harvie suggests. 
hin. NOLAN: It is $1.20 for 43 gravity 


and it is ¢1-40 for 48 gravity and our figuration was 
on the basis of 48 gravity. 

MRe HARVIS: Which was the pipeline run at 
that time. 

THES CHATELAN: All I want you to do is if 
you can do it, to have the witness according to 
gravity. give us the Turner Valley price as against 


Hast Texas prise. 
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MR HARV Ia: The question the Chairman 
wishes answered, I think maybe that can oe better 
answered in your Ggase as to the relative contents 

cf a barrel of oil? 

I think the price used in figuring the Turner Valley 
end of it would be the posied price for the gravity, 
it would not make any difference whether we were rune 
ning 43 or 45 or 47, whatever 1% was, whatever our 
crude runs are, 

THE CHAIN AD: The gravity makes a difference 
in the number of barrels of gasoline you make out of 
a given quantity of crude? 

A very plight difference. 

WRe HARVIE: Buti les me understand it, 
wheo you are paying the posted field price in Turner 
Valley for the crude there and the posted price of 
1.10 in Texas? 

Yes. 

Those two figures have been co-related? 

Yea. 

AB to values and results, so that that is the economic 
line? 

Yes. 

Regardless of the gravity of the oil? 


YeSo. 


THE CHATRMAN: He has made a calculation as 


to the number of barrels he is getting out of each. 


WR « HARVIE: Ye@So 
THY CHALTRWA DN: And i+ is to be assumed that 


he i8 getting the same barvelags of gasoline when he 
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takes that line? 
Mike HARVIE: dell Ie-~< 
THs CHatkii Al: You see that involves buy- 


ing more crude here or lesa. 
MRe HARVIE: it does but it is all 


equalized in these figures. 


TH’ CHAIRMAN: Is that so? 
Yes. ! 
MR HARVI ds: That is the actual cost of 


supplying your products if you do supply to, we will 
call it the "A" area? 

Yes. 

And the actual cost that you, of the products you 
supply to the "B" area are figured out? 

Yes. 3 

And including rates and so on, that is the economic 
line where they meet? 

Correct. 

MAJOK LIPSHTT: Is it material for your 
production purposes whether you pay $1.30 for a 48 
gravity or %1.26 for 44? | 
No, it doesn't make any difference, that sliding scale 
is put in there to take care of that difference in 
quality. 

TH CHA IRi All: Well that is all right if 
you had a sliding seale down in Texas that works the 
Same way? 

Well in Texas, we have been running Texas crude for 
eight years and I have never seen any Texas crude 
varying more than one or two degrees. It is entirely 


different from this field where you get maybe a 65 
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gravity and a 41 gravity all out of the same field. 
The Hast Texas field is uniform in gravity and comes 
at, the production year after year runs a very unix 
form gravity and I think, well E have not looked at 
the trade journals for a long time on prices, but I 
do not think there is, on wast Texas there i8 any 
slidiug scale applies there, there may be. 

ay Wheat is the gravity of the ment Texas? 
It runs around 38 or 39 gravity. 

Q MR e HARVIE: All those factors have been 


taken into consideration in arriving at this economic 


line? 

A Yes, they would be taken into oonetiees ton. 
MRe HARVIn: E do not know, iir. Chairman,-<+~ 
THE OBA IRAN: What is our price, do you say, 


Mre Nolan, on 38 and 39 gravity? 


MR.e FRAWLEY: Turner Valley? 
TH CHAIRMAN: Yes. 
MRe FRAWLEY: There is not any, 40 is the 


lowest, $1.14 for 40. — 
THE CHALR AN: Is that so? 
iiRe HAKVIL: | You see the gravity i8 not 


as deciding a factor as what you get out of a barrel 


aeons 
WR.» NOLAN: Does that not:turn on gravity. 
MR e HARVIE: In parts only. 

Q THE CHA TRAN: So far asp we have heard, it 


turns on gravity, doesn't it, well this witness can 
certainly tell us, that is one thing that he can tell 


us from his knowledge? 
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Q Wk.e HARVIES Are all oils, iir. iWJoolley, 


of a similar gravity, have they all the same gasoline, 


contents? 
A No. 
Q THE CHA TIRMAN: You might have him elaborate 


on that and show what real difference there is. 
Q MRe HARVIL: Can you give an illustration 
of two similar gravity oils? 
THE CHA IRAN; If we are going on gravity 
in these prices, there is not much difference, your 
58 would bring it down pretty near to §1.10. 
iiRe HARVIE: Yes, £ think in the infor~ 
mation we had, filed by the Imperial Oil, they showed 
where they used -898 of a barrel if I remember core 
gedtly, or some other fraction, of Turner Valley and 
they equalized it that way, that was in their working 
figures. As I understand from iir. Joolley we have 
done the same thing and brought them to an equivalent 
and used that equivalent in preparing this information. 
Q MRe HARVIL: Can you throw any more light 


on that, Mr. Woolley, to assist us? 


A Vellase= 

Q THE CHA TkmsN: Did you make this line, Mr. 
Yoolley? 

A No, this line was set ty our accounting department in 
Toronto. 


@ You did not assist in this determination? 

A No sire 

Q And you do not know what their working shsets would 
Bhow? : 


A. Noein, Sdo!.nots 
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liRe HARVIE: All right. 
WRe FRAWLEY: Before we leave it, Mr. 


Woolley, it is obvious that some kind of crude, 
Turner Valley crude was used in working out thia 
line? | 

The crude that was used to work out that line would 
be the gravity of the crude thas we shipped or rew 
ceived at Moose Jaw. 

Certainly, abovt 43 now? 

About a 43 or 44. 

MR-« HARVIE: Pipeline run? 

Pipeline run. 

I heard somebody say it did 
not matter what crude we took, we are not taking it, 
you are usfing Texas sean at 1.10 against Turner 
Valley crude of about 48 or 49? 

Yes. 

And the necessary adjustment to make them comparable? 
Yes« 

Just as Mr. MoGrath did? 

MRe FRAWLEY: Yes, and area "A" gan now 

be supplied from the Eastern refineries on that basis 
and area "B", is that to be evpplied from Turner Valley 
crude? 

Yes. 

From the Calgary refinery or Moose Jaw? 

Yes. 

Now in between=-< 

THE CHAIRMAN: I notice a semi-circle around 
Portage la Prairie, how does that come about? 


I will explain that, it is not very clear on these maps 
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but the blue line crogsing the Canadian National 
green line there going up just, going up to the 
red line there and then that line, instead of 
touching that red line, should go over and cut 
from there about Radburn, I think it is, in other 
words that blue line, instead of following that 
railway avound should have cut through that red 


line at Radburn, I think that is the name of it. 


MAJOR LIPSETT: Rayburn. 

WITNESS: Rayburn, just at that pcint. 
THs CHAIRMAN: It circles back then? 

Yes. | 

MRe HARVIES There is a freight or some 


other situation in there that handles that situation? 
Yes. 

Or accounts for that situation? 

Yes, that is just a little jog drawn in there to 

Show that the cut, the dividing line on that went 
around there, the red line is at Rayburn and down 

on the green line of the Canadian National would be 
at another town there, I cannot read the name of it, 
just Southeast of Portage la Prairie. 

MRe HARVE dG: Now immediately ‘Jest of 


this wide blue line there is a lighter line and the 


area between those two is marked "area Al"? 


Yese 

i eonnee if you would just explain what that is? 
Well that area shows, the Al area shows the line 
to which we estimate our economic line would go if 


we ghould run Illinois orude at the Toronto refinery 
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Q Whieh you are not doing? 

No, which we are not doing yet. 

@ THE CHAIRMAN: Pomona ise xepdat= 
ing that, I do not know that I followed it? 

A The dotted line, the dotted line represents our 
economic line between Turner VYalley crude and Illinois 
crude providing we buy ogrude in illinois at today's 
posted price, transport it to our Toronto refinery 


and then re-ship it to the ‘Jest. 


(Go to number 4211 ) 
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To summarize, the effect of that is that you brought the 
Illinois crude, and it might be considered that was 

cheaper crude in comparison with Hast Texas? 

Yes. 

Just on that point, I notice in the memorandum you have to 
the right of Sxhibit "169" that area Al represents consump- 
tion, as far as your company is concerned, of 45,000 barrels? 
Correct. 

That is really all the differnece it makes as far as the 
Western picture is oonserned whether you use Bast Texas 

or Lilinoi s-crude? 

Vesa Sir. 

595,000 barrels? 

Forty-five. 

45,000 barrels a year. 

MR. COMMISSIONER LIPSETT: Would that mean the cutting out 
of the Hast Texas crude altogether in your Toronto refinery, 
could you run the two oils in the refinery at the same time? 
Well, we could, 

THE CHATRMAN: LS it vracticable? 

Oh, yes. 

Why haven't you done it? 

To run lllinois crude we would require the installion of 
sone new equipment. 

To date you have not used it? 

Hoy Sir, tO date we have not used it, 


3 2 


MR. HaRVIi: Reading this memoranda on the right, 
just to summarize, I note that Area AI states this territory 
can now be most economically corved from the Zast using ast 
Texas crude ? 


That is correct. 
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That Area B is all West of the A territory where Turner 
Valley crude is the economic crude to use? 

Yes, sir. | 

That is a correct summary? 

Yes. 

And Al is the territory which represents the additional area 
that would be economically served from the East if we were 
tO use Lilinois crude in our Toronto refinery? 

Correct. 

Then a note. In accordance with the business of the company 
for the year 1938 it would require approximately the following 
Quantity of crude to supply: Laren ceo,J000, barrels, 
Al area, 45,000 barrels, and B Area, 1,600,000 barrels, 

opea, total of 1,870,000 barrels? 

Correct, Sir. 

Now, do Il interpret that information correctly when I suggest 
that the present economic line at the moment, and what would 
appear to be for you might say the immediate future, the 
current year, would mean that you would use 225,000 barrels 
less of Turner Valley than you would have under the same 
circumstances in 1938? 

Yes, 1938 we shipped into all Manitoba. 

Into the A Ares? 

Yes. 

That is to say, the economic situation is such that..... 

Pie line will be moved over ts neren 

4and in the event you move to or change to Illinois or some 
Similar crude or the East Texas price is reduced again to 
make it competitive...... 

I beg pardon? 


In the event in the Bast your Hastern refineries use Illinois 
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crude at present prices or alternatively that East Texas 
crude reduces in price to meet it in a competitive way, 

it was economic to move your Western frontier West, 
including Area Al, and that would mean to reduce the con- 
Sumption from Turner Valley by 45,000 barrels? 

Yes, six, 

So that the picture has changed or may change for the current 
year in @4 manner that would reduce your Turner Valley aD 
consumption by two to three hundred thousand barrels? 
Yes, sir, and increase our shipments from the Bast by that 
amount. 

and the market remaining the same that would be just the 


difference? 


AO5,eS5ir. Laer 


[ So fer as that goes that means that the change or lowering 


c\ 
| 


of the price of Hastern crude has made a difference as far 

as your cOmpany is concerned to the Western market in 
considering Turner Valley as supplying the Western market, 

of that two hundred to three hundred thousand barrels a year? 
Yes, approximately. 

Now, mr. Woolley, I note that you have given no consideration 
apparently to the competition from any other source than 
what we will call the Hastern crudes? 

Ro, .6ir. 

That means that you have not given effect in this compilation 
to any situation that may exist in regard to Montana crude? 
No, We have not. 

DO you consider the competition in Montana a factor at the 
moment, or apt to be? 


Well, of course, that competition is there. what it 1s to-day 
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I cannot say. 
Is there any reason Why you have not given it consideration 
here? 
Well, one reason is that Iwas asked to come here specially 
to show the economics of shipments from Illinois crude and 
from Turner Valley crude. 
Yes, I think that is so. Do you think there would be any 
necessity to set a fair picture before the Commission that 
they should give that consideration? 
Of Montana crude, do you mean? 
Yes? 
Well, 1 cannot say. I have not studied the economics in 
Montana now for several months, or some time. 
May I put it this way, that you do look upon Turner Valley, 
and we will say Cutbank field in “Montena, as competitive 
fields? 
es. «sii 
And thet would mean that possibly any cdmpetition from 
Montana Would likely be looked after by an adjustuent of 
price of the Turner Valley? 
Yes, we would expect that if the Montana crude got below the 
price of Turner Valley that vurner Valley would meet that 
competition. 
On that basis you think you are justified, for the moment 
anyway, to ignore competition from ‘iontana? 
Yes. 
THE CHAIRMAN: Does all this mean anything more 
than this, that Turner Valley crude will go just as far 
Rast as the posted price of Imperial will permit it going? 
No, I do not think it means that. 
Well, you say you buy Illinois at a certain price, and at 
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that price you can afford to take it so far Nest? 

wes, C1. 

And if Imperial and B. A. in this Valley imnosed a nrice oh 
the nroducers here which was even less than that then 
economically you could take it further sast? 

Yes.” sir: 

AS’ they kept lowering that price to the oroducers so you 
would go further East? 

Correct. 

And if the producer coucd stand it and still operate his wells 
you might get right Last to Sarnia? 

Well, I hardly think it would go that far. 

You think there would come a time when he would not operate 
any longer? 

Yes, there would come a time when it would not pay the producer. 
And he would either have to quit producing or build his own 
refinery and ship his own oil? 

UR. DaRVis: NO, CULLaing hws own rehire ry... 
Well, I do not know that building his own refinery would be 
the answer. 

Building a refinery does not increase the market? 

It does not change the market. 

TH: CHATRii:N: But if you cannot get a buyer at 
a -prnice that permits Of you producing you.have to try to 
distribute the refined products, I would suggest, yourself? 
Again he comes in competition. 

Quite so. You think, unless Imperial allows him a price 
over and above the cost of production he will have to close 
up. He has no other out-let? 

I beg pardon, I did not catch what you said? 

I say, unless the Imperial and the B. A. in this particular 


field allow a price that would permit of the producer to 
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produce at something better than cost he has just got to 
stop producing? | 

That is correct. 

MR. HARVIG: That is the economic situation all 
over, in every industry? 

It is the same the world over. 

BAe. (CHATRIMAN: Quite so. But the bald fact is, 
Ws 1b 1ov,aulte regeardiess’ of Illinois ylexis or any other 
field, the Imperial and the B. &. to-morrow, in concert or 
modependen tly," providing they hit upon the’ same price, could 
make any reduction they saw fit to the producers of Turner 
Valley? 

Well, I do not know. I cannot answer that question. 

Do you know of anything to prevent it? 

do not KNOW... 

As an experienced oil man I am asking you now? 

I do mt know that we have ever done that. I do not know 
that we could do it. 

Probably you never will. 

WR. HARVIS: You know, Mr. Woolley, there are 
other large companies operating in this area, such as the 
Texas? 

Yes, Sab 

THS CHATREAN: Buying crude? 

No, not buying crude. 

l am talking about nurchasers OE er ude! 

WR. COMISSIONER LIVSETT: They would be strengthening their 
position as against Texis by reducing the price to the 
producer in Turner Valley. 


MR. HaRVIi: Not if Texas came in and gave a 
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premium and used it. 


THE CHAIRMAN: And bought the crude? 

MR. HARVIE: Yes. 

TH= GHALRMAN: They have no refinery here yet, 
have they? 

MR. FRAWLSY: They could not sell crude in the 


service stations. 

THE CHAIRMAN : I am just trying to straighten this 
thing out in my own mind, Mr. Harvie. I am not saying 
anything about this company or the practice all over the 
world. iam just saying that we are tiking a lot of time 
talking about I]linois and wast Texas and drons in prices, 
for what reasons we do not know, - but the fact is that 
Imperial and B. A. to-morrow, quite regardless of any drop 
enywnereyelse, could put the price of crude at what they 
liked and gend it as far Hast as they liked, and I do not 
know of anyone in the producing world who could say them nay, 
unless they wanted to lose all the capital they had imvestel 
in drilling holes. If there is any answer to that I would 
iikKeriGo hear it. 

WR. HARVIE: I cannot say there is an answer, 

I might ask this question, which might throw light on it. 
Thatsisvthis. 

There was a time when your comvany was not using any Turner 
Valley crude? 

Correct. 

How long ago? 

Two years ago. 

And at thet time you decided to go in and make arrangenm@m ts 
for the ourchase of crude in Turner Valley? 


Yes, sir. 
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and yo did go in and make arrangements for the purchase 


am 4 competition with the then buyers from that field? 


Ed 


Right. 


Did you have a refinery in Calgary at that time? 


What did you do with the orude you bought? 

“shat did we do With the crude we bought? 

Yes? 

In Turner Valley? 

Yes? 

we shivved some of it to the Bell Refinery and we made 

SEC eenenis for Processing iP atthe Biperial refinery.. 

po Other words, you mde arrangements with the Imrerial Cil 
that you would sup-ly them with erude and they would vorocess 


Or Our 


And in thit way’ you were able to break into this market 
with Turmer Valley orude until such time as Mot Dud ty Our 
own refinery? 

Correct. 

Is there any reason why any other marketer could not do the 
same, that you know of? 

I do not know of any reasa. 

MR. HARV a: Lreaonme> know if that is of any 
assistance or not. 

THE CHAIRMAY: Perhaps it is and perhaps it is not. 
Did you ever pay any price or offer any other price 

fen the Dosthed price of Imperial’? 

T c2nnot answer that. JI have nothing to do or very little 
Coeoo Wile lene nr odletson vend of the Dusiness, 


Do you think it likely that they would have t-ken your apts 
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and agreed to refine your product if you had undermined 
tie’ bUYyInNe ability, Lo "you think i. Ivkety? 
A That is whether they would be so friendly to us if we tried 
to break the market? 
Q Yes. Would they rerine it atl all’ or enter into contracts, 


any contract as 4a business man? 

A Well, we are really not interested. 

Q, MR. HARVIG: Mr. Woolley, do you know whether 
tne liperial were Duyiue aliythe oil being effered’ at that 
time? 

A At the beginning? 

Q Bosume With me°at the time you” broke’ into the Turner’ Valley 
crude field’ by purchasing crude there, that the Imperial 
were taking all the offerings. It is very unlikely you 
could g¢9 and buy below what they were offering. am I right 
in assuming that? 

A tdi not. just Set your” point) tile,  hearviey 
My point is simply this, it the Imperial O11 were then 
paying what we will say was the posted price? 

Yes. 

And you wanted to come into this field, would the likelihood 
be that you could go and buy crude that you wanted at a price 
less than that being offered by the Imperial 011? 

A Oh, I do not know anything about that. I do not know what 
they could buy for. 

Q Heit.” jet Ponerawhy. o.. i. 

TH: CHAIRMAN : Would you vay more, buy 
at a higher price than they were offering? Do you know of 
any instance in Which you did that? 

A I do not know anything about that, Mr. Chairman. 


] THe CHAIRMAN: Yes, I think this witness does not. 
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MR. COMMISSIONER LIPSST?: Just one point I would like more 
information on, itr. Woolley, In this map you show the 


territory B, 1,600,000 barrels? 


Which would be the natural area for the sales of Turner Valley? 
Turner Valley, yes. 

And that 1,600,00C would be what you expected after all this 
Illinois and other competition? 

No, that is before the Illinois and after the last Texas 
competition. 

But is not the 1,600,000, the B Area, wh:t would remain 
eocer Rou Lions rd? sesh Texas. 
Mr. Harvie, Pethink this mapynere » possibly ; 

is incorrect. This arrow should have stopned here. Expand 
sat.’ Ye Nave tovalled this ‘up here. This Area, ‘225:,;0000 


barrels, this area <- the correction there is to stop this 


B Area here instead of changing these figures. 


WR. HARVIE: I think we may be allowed to do that. 
TH: CHAT RMAN : | What is that? 

No, that B note would not be correct either, Mir. Harvie. 

wR. HARVIE: This 1,600,000 , that should read 


1,645,000 in the B Area, that would answer it? 

That is right. 

MR. COMMISSIONSR LIPSETT: In B Area including Al’? 

Yes. 

What I was nutting to you, Mr. Woolley, was, that if you 
stonped here at this dotte@ line you then have 1,600,000 
barrels left for Turner Valley? 

ie G Ls COrr Set: 

After both the Illinois and Zast Texas competition? 


Yes. 


“Tihs ee patente ay’ ‘ng a 


nase ib Wow tie wasn. 


ac it. 


ae eetes iz rs 
po | © =! ee, a ep 7 ss oh ; 


iw Syd Fou veg 
Se, ed te ee Cy 


Metis - Portas r 
BI Cay Tertst 


Ww or a ati pare mee, oe oe ; 1 
NPLSOORS Tat ey em gr aaa 
; - | ay ae 

* f ‘ 


fie. WOOlLlLey, SAO 


&) 


what I wanted to ask you in reference to that was, was 


that based on last year's figures? 


A Yes, this is based on 1938 figures. 
Q when the Imperial was doing your refining? 
A Yes. 
Q For that area? 
A Yes. 
Q You are now putting in your own refinery? 
A Well, we were doing our own refining for that area. That 


refining was done at Moose Jaw, for the Manitoba area. 
Q shenyif that, ds: correct, and you’ were) able) to-do, 1,600,000 
barrels forthe B Area, less AL, from Moose Jaw..... 
A No, that was not all from Moose Jaw. Theat is es Moose 
i Jaw but that includes 311 our operations feats end of 
thetiiel dy, wthisend, of theyPrairie.. Thatiicovers Moose Jaw 
and the Calgary operation and a small eae f Coutts 


operation too. 


Q nNesamperial doing any refining for you last year? 
a5 Yes. 

Q and does it include? 

A It includes the Imperial Oil work for us. 


This 1,600,000 includes the Moose Jaw, Coutts and Imperial? 
A Yes. 

& Q What I was going to ask was this, that when you get your 
own refinery up I presume the intention would be that you 
would cheapen your operations? 

A Well, I cannot say that we will. Ido not know anything 
about that yet. 
Q Would it not be mztural to expect you would be in a better 


competitive position? 


i A Well, I hope so. 
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Nith your own plant? 

With ovr own vlant. 

and consequently would it be unreasonable to assume that 

part of this 225,006 and 45,000 barrels which, ex-hypothesis, 
would comee fram the wast, may now be supplied from Calgary? 
Oi, NOw 

Or iioose Jaw? 

No. This dividing line over here is the bal:nce between 
the :.oose Jaw refinery and the astern refineries. 0 WL. 
not be affected by any refining operation in here. 

So that if there was any alteration made by reason of the new 
Calgary refinery it would not increase the market. It would 
mean you would, perhaps, get a little more market and 
somebody else may get a little less? 

It would not increase the market, the building of this refinery 
here. 

Well, I mean it would not nuSh your merket any further 
Last? 

NOS Lar 
You dO not expect that? 

Wo, pepates We ea only get to this point in the ast by 
having a refinery at Moose Jaw. 

Then this picture shows that at the worst, shall we say, 
you expect 17 O00) O00 marreis: 

Yes: 

Does that all pass through the pipeline? 

ves, -Sir’. 

At present? 

Yes. (Sty; 
So whatever throughput we get finally for next year fram the 


Imperial, you anticipate 1,600,000 barrels of crude oil for 
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you will pass through the pipeline? 
A Wes, sir. 
him. COMSISSIONER LIPSETT: LF think we have a figure, haven't 
’ we, for the Imperial? 
MR. NOLAN: Ours 1s done on a per day basis, 
Mr. Commissioner. 
LR. COMMISSIONER LIPSETT: It would be something like this 
i>, ovv Ticure less 2,565 es shown on Chart “1? 
MR. NOLAN: Yes, per day « 
MR. COMMISSIUNSR LIPSETT: Possibly we could get an arithme- 
tician to tell us how much that would be per annum. enamine 
like 15,600 barrels less 2200 barrels per day. 
MR. NOLAN : Are you taking the A area as 
7 being Manitoba market and subtracting that? 
MR. COMMISSIONER LIpSnT?T: As being out of it, if the worst 
came to the worst. 
MR, NOLAN: and if Montana does not compete? 
MR. COMM SSIONER LLPSETT: I was taking it on the present 
basis. 
MR. NOLAN: That there is no Montana? 
MR. COMMISSIONER LIPSETT: Yes. 
MR. NOLAN: Then that is not right because 
if Montana does not compete the Illinoia @rea on that map 
t moves further West, that -is on SChart A. 


MR. COMIISSICNGR LIPSST?: And that again, Mr. Nolan, is on 
the assumption that the Montana crude is sold at or less than 
$1.00 per barrel. 

MR. NOLAN: If we heave the Montana crude out 
al together and have no green area on that map, then there 

is a point where the yellow and the red areas will meet, 


and that is not the present boundaries of either of them. 


er eee 
bs f . 7 Bi 
2 i k t eee, mt . 


Ae nek ee | * ‘> > 7 es ; 
ys PyRoasari #£ vi ria * aia He ip ts eae Y 


Paae 
sas Deys Slee taee 
ae . | oe Ph ces nee E 
Wet ¥ te AP me SS Wate 3 
: ‘ rs 
; ; ae ay : 
7 7 ; % a = 1 
¢ ‘ i BS ,, 
. 
g é 
a *) . 2 fs Fs = te 14 fea bbb 
5 Be » ete rhe Se? = oad 
, € 7 


i g ; 
, ' 
; ae a 
a Pte re ue wi He ae Pee Pes ea hw 
feet ee cs ae : ‘ MSA Aes. | oe OA BS a.$ = ~ 
+ ' ar . 
= ape 2 ae ey 
Rareks cae EM NTR 8 
aa #2 y es f ne: RCs) eee ee Poh Ne epaeke ee 
Fe ey he Pc ae Se iio. Re iene en Dale 
: 
ca et ie 
Ry Se aiae 2 
"a ‘ a 7% Nts - a ; 
{ ; ee ‘ F 
fm as - ? 
aan 
JA « eee. e 3 * if oe oF As ive <oP ae § 
Uy Sf Mi He RS t {fy 8 oh “= “oe a 


i ; 
‘ . von 
) , eK, * 7 ee cn | 
a) 3 * . es eatin iiemedited 
4) Ae, 
, = 
i * Jal ees a * oe ¥ wee 
? 24 + eS eg , H . rs x LS 
ae oe 5 ry ‘ 
4 : 
( 
‘ / eo he oer Sch ion ee 
f - » a batted, vo aes 
} = + 
oe 
Gear iasee ik 
3 Pus a 
‘ 1S Fae a Zoe ; 
“6S ve’ . oy Ye 
- , ’ r 
“ . ane ‘ ~ pws 
‘ ? rr 
gt’ ‘ 


ey ea) om: St 


pee Salt: ae: epee 


BOs. ban. “ a 


i BR yy 
mn x uy 


fac. Woolley. 


-4224- 


THE CHAITRiAN: And if there is no change in 
Illinois prices as a result of pro-ration or anything else. 
MR. NOLAN: And if we continue to produce 

in the Turner Valley field at the rate at ‘which we are now 
producing. 

THE CHAI RAN: Quite so. 

ite) PRA dL ole Youwuome ak, the ats wand just 
roll them around. 

PRs HAV a: IG Would bee Nice industry if 
Puere wore Novi T Ss? in Ge 

Mia voolley >) 1S puere anyother inhormation you have in mind,... 
MR. FRAWLEY: ‘A fow questaons in cross-examination 
might draw them out if he cannot think of then. 

WR. HARVIE: We Will try ané get them out first 
so that there will be no need for cross-examination. 

is there anything else that ysu think might be of interest 
to the Commission? 

No, . think that covers, the map here. 

If that is so I think maybe the second reason you are here 
is to answer forthe policy of the company in regard to what 
Will happen in a@ situation such as this. I might nut the 
questi on in this way, that assuming that the economic line 

oo eS SOWwn On Hexhi bit "Loot be at either iby the use of 
Pexos Emde Or ling thee Ssuincinding om .exeluding 
Area Al, What would be the ~olicy of your company in 
striving to meet the economic situation on that, and 
delivering to that line beyond either extremity? 

The policy of the company always has been and will be in this 
case to supply products to the market from the most 
economical point. 


And that is the average line? 
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A 


Yes. 

That is at the moment it would be at that blue line? 

Ves pais 

Does that mean that we will just, just taking two points 
where the line runs between the railway line, here is one. 
I see St. Claude. Now, it may be better if we took the 
main line that we have been discussing. Here is one, 
High Blute,. ba has according to my map, right on the 


blue aline. 


Po ln 1G £ Ne eould. take another one. 

TH CH:ITRMAN: Yes. 

MAGMA RW Las I thought that was an excellent 
one. 


and on the West we will take Portage la Prairie. Does that 
mean that you hew strictly to that line or might there be a 
little variation? 

Nope cit, bhac.Line iS awline, everything to, the sast of that 
is assigned to the Bastern refineries and everything to. the 
West is assigned to the Western refineries, Moose Jaw, 

and that is What we aim to do. But often we cannot do that 
and, there is some overlapping. 

But actually you do make that actual assignment? 

Yes, sir, we make that :ssignment and live to it as closely 
as we can. There are times when we are not following that 
Pisin on: the dou. 

AS you say, you are authorized by your company to say that © 


you will strive to carry out that volicy? 


BAO Ul Wa Ano “et Teor’? 


Yes, ‘sir. 
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Q THE CHAIRMAN : Are you authorized to say you are 
going GO pudc. in the Mero miaeniaery to use Ijlinois? 
A No, but we are considering that. 
Q According to how you finally decide so will your decision 
uponstne use of Ti linois Or not to use 1%, depend? 
Beg pardon? 
Desay your’ decision to use Lilinois or not to use it will 
depend upon your decision as to whether it is worth while 
to instal the new machinery? 
A Yes. 
Q Which decision has not yet been made? 
A That is right. 
Q MR. HARVIE: And that might be dependent on the 
Texas crude, the steps that it takes to meet the situation 
: Or ii therests'a firming of Tiiinois? 
A Correct. 


THE CHAIRMAN: and also, Ll supose, on what the 
machinery costs and how vermanent the Dnois rete seems 
bo (Der, 

a That is right. 

Q 4nd also many things? 


A There are a lot of things to take into consideration. 


(Page 4227 follows.) 
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Q Mire Woolley, in view of that how can you fairly say 
that your company has no policy about this yet? 

& policy about what? 

Of moving Te code crude? 


we have no policy about moving Illinois crude. 


S bes & 


Then how about the policy of moving East Texas 

crude into western Canada? 

A Our policy will be to ier the economic dividing 
line as closely as possible. 

Q THs CHAIR iA N: Whatever from time to time 
seems sound economically, that you will do? 

A Yes. 

Q And that is why you say your policy in the past has 
been to follow strictly economic lines? 

A No, I did not mean to give that impression, we do 
not always. as a matter of fact I understand it is 
impossible for us to. 

Q Yes, now are you not saying that your policy is 
going to be to move gast Texas crude into Manitoba 
and shut back the Turner Valley crude because it 
will be economical to do it? 

A Correct. 

Q And you say when iir.e Harvie asked you about your 
company's policy. you say that it has been our 
policy to follow economic lines? 

4A Yese 

Q WRe HSRVLIE: And he also said it will be 
in this case? 

A It algo will be in this case. 

Q MRe FRALEY: Is there something else enter- 
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ing into it, to make more certain that the policy 
will be to move the Hast Texas crude into ‘Jestern 
Canada? 

I do not understand your question. 

You speak of policy. now you do not mind me asking 
you how you know, es superintendent of refineries, 
that that is a policy of the british American Company? 
How I know ? 

Yes? 

Because they have instructed me that that will be 
their policy. 

Who has instructed you? 

The officers of the company. 

who instructed you? 

Mire Gaby. 

wre Gaby instructed you? 

Yes. 

And when iir. Gaby has instructed you, so far as you 
are concerned that is the policy of the company? 

Yes, to me that is. 

You do not know how far beyond Mir. Gaby it has gone 
of course? 

No» 

You did not follow strictly economic *ines when you 
discontinued using Cutbank crude at Coutts a couple 
of years ago, did you? 

I do not know just what you mean, we just discontinued 
we had been running Coutts up until last month, what 
do you mean by discontinuing running it two years ago? 


You had a refinery at Coutts which supplied the whole 
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3 
of Alberta, roughly speaking, perhaps some little 
bit came from Moose Jaw in the bastern edge? 

4 Z do not think Coutts ever supplied the whole of 
Alberta. 

Q Well I do not know what other refinery supplied 
it? , 

A It may have, that is going back two or three or 
four years. 

6k That is going back to the time when you discon- 
tinued in any large way using Cutbank crude and I 
Buggest to you that your Coutts refinery supplied 
the Alberta market? 

A That is correct. 

Q All right. Now in 1936 you discontinued supplying 

the Alberta market from Goutts? 

Substantially, yea. 

Sub stantially? 

Yese 

Now that was in 1956 to be precise? 


1937 I think it was. 


S&S & § &® ££ & 


1937, yes, now — put it to you that you could mve 
continued to serve Southern Alberta from Coutts 

even although you found it economical to enter into 

a cuatom refining arrangement with the Imperial at 
Calgary for the major portion of your Alberta market, 
is that not so? 

A No, that is not so. 

ay You say that you could not have supplied Southern 
Alberta from Coutts? 


& No sir. 
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Why do you say that? 

Because when we supplied=-= 

Yes, all right. 

When we supplied Southern Alberta that dividing | 
line was then at Lethbridge and just below Leth- 
bridge end the gallonage in that territory was so 
Small that it did not pay for us to operate the 
Coutts refinery. 

And you found it more economical to send Calgary 
refined produs ta right down as far as Coutts? 

Yese 

I see, you do not, I'see,. from your thap,: yodedy hot 
contemplate moving Cutbank crude into Western Canada? 
No, a8 I explained, this map was made up on request 
to show the economics between Cutbank, I mean Rurner 
Valley and Illinois and we have--< | 

Tit CHAIRMAN: And East Bexas? 

East Texas. the Illinois, the request was and we 
have shown both because we in the Last run the East 
“Texas and I have not given any consideration on 
this to ijontana, to Montana crude. 

It is because you said something a moment ago, you 
looked at the situation as well as you could, you 

do not seriously expect to move Cutbank crude into 
Western Ganada, into vour iioose Jaw refinery? 

well I hope anyway myself that Turner Valley will 
meet that market if it does ZO e 

why? | 

Because I think that the company would preZer to 
operate on Cenada produced srude. 


But they will not if Gutbank can get in here and com- 
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ts) 
pete against it? 

A Ho, 2f Cutbank goes down to a point where we are 
losing money on it I think the only thing for us 
to do is--= 

Q THE CHARMAN: What you mean is, you 


mean you are not making all you might? 

A No, I do not mean that. I cannot see any daiffer- 
ence between the line between iiontana crude and 
Turner Valley crude than there is between Turner 
Valley and tiast Crest or Venezuela. 

MR. FRAWLEY: Say that again, please. 

A E carcnot see any difference, if Montana orude goes 
down to a point where we Beano afford to continue 

to operate at Moose Jaw on Turner Valley crude, why 
we will have to run on “ontana crude. 

Q That 18 on your present price structure anyway, always 
assuming that? 

A On any price structure. It does not make any differe 
ences If isontana crude, if we can make a given 
quantity of the various produs ts we need cheaper from 
Montana crude than we can from Turner Valloy crude. 

Q Ae aay agree, to give you area ss laid down refinery 


cost in any event? 


& Yes. 

a) But what I am suggesting to you, do I take it from 
your answer then you do not think there is any Slack 

é; | in your merketing spread to take up. any loss on your 


laid down cost?: 
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Oh ET do not know about that. 

Phat is what I am suggesting to you? 

That is the reason I did not get that suggestion 
because I do not know anything about it. 

If there is amy slack there, that is one plage to 
take it up? 

I do not know anything about that. 

Mir. Woolley, I put it to you if any company would 
be likely to come into Western Canada with Gutbank 
crude, it would be your company, rather than the 
Imperial Oil for instanes? 

Z don't know why. 

You don't knowwhy I make that suggestion? 

No» 

You have the pipeline there? 

Yes, we have the pipeline. 

And you have crude production there? 

I believe we have a small eee 

You have producing wells int |~ Gutbank? 

~ understand we have. 

This exhibit which is filed jointly by yourself and 
the 1.0. Exhibit "164" contains this paragraph, 
with respect to your company, 

"Through United States subsidiaries, owns ex 
tensive interest in Oklahoma, Kansas, iiontana, 
Texas, Louisiana, Arkansas, wyoming and Cal- 
ifornia oil fields, which properties are 
capable of supplying the company's entire 
orude requirements. As at sug. 1, 1938, 


company owned or had interest in 279 producs 
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ing wells in U.8.4., in following fields; 
Oklahoma, 145 wells; ‘Texas, 112: Montana, 
11; and Kansas, 11. ‘Net daily production 
to company was in excess of 12,000 bbls". 
And then the next note is that your Tononto pipeline 
Company owns and operates pipelines in Montana, 
and I simply put it to you that your company would be 
better equipped to handle and to use Cutbank crude 
than any other company? 
LZ do not think go. 
Why? 
Well I think as a matter of fact the total overall 
weight of transportation from Cutbank through the 
pipeline to Coutts and to Moose Jaw ib the same as 
the all railway to iioose Jaw. 
I know, but if your Tc: onto pipeline Company was op-+ 
erating with a goca steady daily throughput for the 
Moose Jaw refinery I presume it would be meking a 
profit? 
Yes. 
Then that i8 something that the British s£merican would 
consider? 
I do not know. 
But if we assume it would be? 
Yes. 
we do not see any reason why it should operate without 
a profit. assuming it was operating with a profit, that 
is something for the british American Oil Company which 
might be an added inducement to using Cutbank crude? 


If there was any profit there. 
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Over and above all that, you say you Go not at the 
moment see any .. bank crude coming into ‘Vestern 
Canada in 1959? 

No, [I did not say L did not see it, I say I have not 
made a study of that recently. 

Well why do you say you do not say that, I thought 


— 


you said, =< thought that was just what you said? 


THE CHA TAN: No « 
WITH SS; HO, 2 did not asy that, I 
Said L had not made a study of Cubbank for some 


months. 


BIR. FRAWYL3Y: Yes I know you said that 


but, well if I am wrong please correast me, I thought 


you said that you did not contemplate Cutbank crude 


coming in because you thought that Turner Valley 
woulc. meet its price? 

I hope so. 

Are you not oftering that as your Company's view to 
the. Commissi on? 

No, I think not, that is my personal view. 

The sate kind of view as your company has expressed 
with respest +o other matters? 

Yes, we weve anticipating that montana crude would 
meet the Turner Valle competition. 

MR. HAIVIa: Vice versa you mean? 

Yes, vice versa, I mean Turner Valley crude would 
meet Cutbank competiiton. 

MR. FRAWLEY: You might just as well say, 
I would expect that Turner Valley crude would meet 
the Kast Texas compeition in Manitoba? 


I mean. might just as well, possibly they have, I do 
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not know. 

Q £ do not think they have at the moment, it 18 all 
Btill going down there? 7 

A I do not know. 

Q Is there any distinction in your mind between the 
likelihood of the Turner Valley people meeting the 


Cutbank competition than meeting the Hast Texas com- 


petition? 
A Yes, there is a distinotion I think. 
Q What is it? 


A Well I do not think that montana orude coming into 
Canada here is likely to try to get territory away 
from iontana, shipping Turner Valley-=~ 

Q I mean, how about East Texas coming into Manitoba, 
is that not the same thing? 

A Yes. 

Q The same thing, becausé we in £lberta are nearer to Mon« 
tana than ve:are to. wast Texas,.that does not. make. 
any difference. Pee | 

A No. 

Q So that so far as you are concerned you would expect 

the Turner Valley producer to meet the East Texas con-~ 
petition in hianitoba just as much as they would be 
expected to meet the Cutbank competition in Saskatchewan? 

A Yes. 

Q New can you help us out by giving us tho price at which 
you think the Cutbank crude would have to be met by an 
Alberta prise? 

A No, 1 cannot, hr’ Frawley. 


Q And you know nothing abous the range of prices in Cut~ 
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bank today‘ 

No E do not, I have not studied that for Sone time. 
S50 that really at the moment all your evidence 
amounts to’is this, then this afternoon, Mr. Woolloy, 
we may have to contemplate so far as your company is 
concerned, we may have to contemplate a diminution in 
the Turner Valley pipeline throughput of 250,000 
barrehs? 

Yes. 

In the whole year? 

Yes. 

MR. HARVIE: 250 to 300 thousand? 

Weld 2h4ia7250.» 275,000. 

MR. FRAWLEY: Now you said something about 
the unlikelihood of these producers in Turner Valley 
if their price was put down too low, as vendors of 
crude, going into the refining business and building 
Skimming plants? 

I do not rewember what I said about that. 

What is your view about that, the likelihood or un- 
likelihood of the producers doing that? 

I do not know that ZI expressed an opinion on that. 

I am sins I thought you said that would not help 
them out or something, they would not help themselves 
out by doing that, = mean was I right in taking that 
fram your evidence? 

My thought was there that that is not going to change 
the market . 

It is not going to change the market? 
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WR.e HakVIL: Building a new refinery 
would not change the market, I think is what he 
said. 

MR. FUAWLAY; “youla not aadd--— 

would not add to the grand total. 

Of the consuriocrs? 

No. 

It may be @ very short-sighted policy, but do you 
not think it is a likely one? 

Then he would be in the refining business and not 

in the producing business.» If he i8 making money 
out of the refining business he would not nake any 
more out of the producing business. It is all right 
if he can go into the refining business and nake 
money but that would be credited to refining and 
not to the crude, it would not increase the price of 
the crude. 

The Chairman was speaking of the power of the Imperial 
to put down the price of crude but there would be a 
point where he would either have to stop producing 
or keep on producing and endeavour to find some out 
let of his own through building a refinery I suppose, that 
is what he would be faced with? 

Well E do not know what he would be faced with, that 
is one way out. 

There would be three things? 

Yes. 

Continuing to sell at a price which we assume at the 
moment to be a ridiculously low one? 
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Shut in the well altogether? 

Yes. 7 

Or continue to produce and try to find his level? 
fn outlet for 16. 

By refining? 

By refining. 

THE CHAIR AN: By refining and market ing? 
By refining and marketing. 

MR. FRAWLEY: By refining and noarket ing? 
Yes. 


Now which of those three things do you think he 


would be likely to embark upon? 


I do not Know, I am not a producer. 

You are much more eae on than £ would say anyone 
just in the immediate vicinity here, cannot you téll 
me? 

No, I do not know anything abcut the producing business. 
But you know a lot about refining? 

I know a little bit. 

Do you think he would be butting his head against a 
stone wall to go into a skimming plant in Alberta to- 
day? | 

THs CHA IRAN: And whee is this skimming 
plant operation? 

WITN ESS: & skimming plant is one where 
you take the crude, the natural crude and skim off the 
products that are saleable from that. It can be built 
any Bize, large or small, at a very cheap cost and can 
get out the natural products out of the crude. 
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13 
form of refinery life? 
That is right. 
Q MR. PLOTKINS: © Pardon me, would it not 
be better to express it as the natural distillation 


as against destructive distillation? 


That is one way. 


Q MR. FRAWLEY: It is certainly not the way 
to describe what you are putting up? 

A A “sstructive distillation? 

Q No, I mean in a skimming plant operation? 

A No, that is not a skimming plant operation. 

Q You and the imperial Oil require a certain amount of 
crude every year and every day for your two Calgary 
operations, do you not? 

A Yeso 

Q And © far as you are concerned you are depending on 
the independent producers or the general run of pro- 
ducers in Turner Valley, because you are not produc- 

ing any oil yourself? 

A That is right, I understand it so. 

Q You are contracting with indepsndent companies? 

F.) Yeso | 

Q And you certainly would not want to bea party to 
closing up the wells of any company down there, would 
you? 

No, I do not think we would. 
@ You would not want to drive down the price for lhir. 


Brown, for instance, who is one of your big suppliers? 


4 I do not think anyone would want to do that. 
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No.e Well now iir. Joolley, I am not blaming you at 
all, I am not blaming you in the least, but it was 
expected you know when you came that you would 

either bring the calculations or bring lir.Bronsden 
who may be chiefly responsible for making them, with 
you, and Il would be glad, if you would be good enough 
to sce that the calculations which are behind the map 
which you have filed are sent out to us? 

Yes I will do that. 

By the first mail, by Sir Mail if possible. 


MR. HARVIUE That is sto---- 
WRe FRAWLEY: '. fo Me. ‘Cotile's 
ue FRAWLEY: Yes, assuming you did not 


bring them with you? 

No I did not. 

TO wR. NOLAN: 

Mr. Woolley, I want you to help me for the moment if 
you will as to the posted field price, now I under- 
Btand at one stage the British American posted the 
field price in the Turner Valley, do you know anything 
abcut that? 

liy recollection is that the British American assisted 
or brought in the first crude well in the Valley. 

Do you know what effect that had, go on? 

And therefore at the time I think the Turner Valley 
crude well, was it, or something like that, the first 
and only big producer in the field, the British 


American had the production and at that time I think 


they set the price of the crude, I am not sure about 


that. 
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Q Do you know what factors entered into the posting of 
the field price? 

A Lo am not partisularly familiar -f how they figure that, 
no. 

Q Well during the course of these proceedings, Mr. 


Woolley, & ure bicGrath, an employee of Imperial Oil 


Company? 
A Yes. 
Q Assistant manager of the refinery, gave evidence and 


at pages 3802 and 3803, he said this: 

VExtending Turney Valley Crude to include the 
Saskatchewan and lLianitoba Areas being’ supplied 
by running wiontana Grude at Regina and tiide 
Continent Crude at Sarnia made it necessary to 
place a value on Turner Valley Crude which 
would make it competitive with both these 
Crudes in the respective areas". 

Do you agree with that? 

A I do not think I understand it. 

Q Well we were talking about the price which was posted 
here by the Imperial and the reason for it? 

Be 7 dene hs 

Q And he points out that in extending the Turner Valley 
crude to include Saskatchewan and Manitoba areas and 
then being supplied by runoing hMiontana crude at 
Regina and ic-Continent at Sarnia it was made neces* 
sary to place the value of Turner Valley, which would 
make it competitive with both those crudes in their 
respective areas? 


A Yes« 
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Q "At the time Turner Valley Crude was posted at an 
average of 41.30 per barrel at the well, Montana 
crude could be bought for $1.00 per barrel and Mid- 
Continent crude was posted at §1.22 per barrel. at 
the well", now what I want you to tell me if, in 

your opinion, COmBaes His prises play thoir respect 
ive parts in the fixing of the field posted priae? 

A Oh they always do. 

Q Then what is there for suggesting that either the 
British American Company or the Imperial Oil is 
gOing to arbitrarily force down the price to the 

producer at the well in Turner Valley for his crude 

VOLE? 

No, I am not suggesting that. 

Is there any basis for that? 

No, I would not think so. 

Did your company ever do it’ 

No. 

Did the Imperial to your knowledge? 


Not to my knowledge. 


Those are the results of other economic farbors op- 
erating on this Valley, are they not? 


Yes I should think 50. 


> 


Q Will you say with ms that for example the influence 
of the Illinois new field on the Oklahoma field and 
its influence on the Bast Texas field is all felt? 
Trat is right. 

One influences the other? 


Yes. 


op &- £ & 


And is it not a fact that there is over-proiuction of 


oil in the United States of America? 
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Yes. 

Is it not a fact that the crude prices are down in 
the United States of America” 

Yes. 

PO you know when those reductions are made or what 
they were? 

You. mean the recent reduction? 

Yes- 

Say over the years. 

There has been a recent reduetion, has there noe? 
I do not Know, you mean in Oklahoma and Texas? 

Zn the general level of crude prices in the United 
States? 

Well I do not know the dates, thengh in last Fall I 
think there was two reductions, one at 10 cents and 
another at 15 cents. 

Zo the general price level of crudes in the States? 
Yese. 

Was there any reduction in the price levcl of the 
Turner Valley crude at that time? 

No sir. 

That price has bee maintained and established Since 
January of 1928, the 5th day of the month, you know 
that, do you not? 

Yes. 

Now you were asked something, Mr. Woolley, about this 
Montana situation and I understood you to say that 
the competition was there? 

Yews 


Those I think were the words you used? 


Ps. 
Ve Q 
ud : 
“ 
wk 
aa = 
; 
not 
rad 
ok 
ger 
. ‘ 
yy = 
sate Bf ua? 
ro 
~t 
“4 
> 
£9 
ted 


aw e 
‘ - 
~~" 
- 
- f p 
. be 
¢ 
“te 
As 
pa 
co 
ie 
v 
, 
od - 


* ven 
ad iy 


’ 


; \ 
tee . 
bag Fe . 

ae 
oa 
a 
ae 
& 
. ted 

, 

=e Q 
“ 
~s 


tm a . 
rar . 
' 
> 
sre , 
. Nee 
Hy 
1 
i= 
‘ i 
e cd 
' a —_—_-* 
rw) 


“hy at 
ss Cra 

¢ en) 
Med 

Phas) 

\ 


as 
. “+ > 
- 
4 aes 
= By 
> re, 
ae 
eae pe — 
po oo 
ae > 
wre 
ood res 
a ae 
Ss :* 
ane . 
fe 
a F 
‘ ee 
ey 
ie 
aw 


L.E.» Woolley 


Ge4 
18 


£5 58s 265 2 1 


-4244— 


Yes. 


It is perhaps something which should be taken into 
consideration by this Commission, is it, in your 
opinion? 

Oh yes IT should think so. 

If we are considering the throughput. of this pipe- 
line? 

Oh I should think so, yes. 

You are merely saying that you, for the purposes of 
your calculation, did not take it into conBiderat ion? 
Correct. 


Does the Toronto Pipeline Company only run British 


American Oil? 


No, it is not running at all now. 

No, but when it was running did it run only British 
American? 

NO, 10) ran other oii. 

For other persons? 

Yeso 

There was some suggestion made here that it was only 
transporting your own products, that is not s0? 

No sir. 


What Lis the rate? 


MR. FRAWLEY: Bo that kr. Woolley will know 
now=<- 

mRe NOLAN: Perhaps Mr. Woolley does know. 
Mine FRAWLEY: Yes, because Mr. Gaby says that 


it ran it for only the parent company. Do not say that 


somebody said so. 


MR. NOLAN: ur, Gaby has not boen here. 


Ww 


sh 


ee erty 


ane? 


“S 


L..Woolley 


C34 
A lis 


& > © &® GP & © B HH 


&> 


~424.5- 


MR.» FRAWLEY: ' His telegram went in aa 
evidence Av aey- tin Harvie. 

WITNESS: | Well I may be mistaken but 
I have in mind one connection that we made for a 
refinery at Lethbridge that took delivery through 
our line. 

MR.se NOLAN: Yes, wes that some years 
ago? 

I do not know, that ia out of my jurisdiction en- 


tirely, the peipeline operation, but I have a 


recollection of making arrangements for tankage in 
connection, at the Coutts Refinery for a Lethbr idee 
Refinery to take crude through the pipeline. 

Po you know the rate, ir. Woolley? 

The rate is 15 cents. 

Yes? 


15 cents. 


That line is there? 


Yess 

In the ground? 
In the ground. 
And could be used to transport crude from Cutbank to 
Coutts? 

It should be, yes. 

WR. FRAWLEY: Mr « Woolley’ just one 
question, you told my friend, Mr. Nolan, you think 
this Comat waton should take Cutbank erude into ac 
count in calculating the possible diminution of 
this throughput, you said that a moment ago? 
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Q 


You have come all the way from Toronto and submitted 
plans here of what the Western Canada market igs 

going to be as your ae sees it and you have not 
taken it into account? 

No, wre Frawley, E have tried to present here the in- 
formation which was requested. 

Wells 

Not to set forward any plans or policies of the 
company but to answer the question which I was asked. 
wiRe HARVEL: I think he did say that he 
did consider that he was justified in ignoring that 
competition at the momen,t,, feeling that Turner Valley 
crude would meet the situation? 

Wiinte FRAWLEY: - Quite, and why the Gommission 
should be entitled to follow some other lead is all TI 
want to make out, all right. 

lake NOLAN: We will leave that to the 


Gonumission.e 


THE OrlA [Riis Ns We will probably decide about 
that. 
LiRe FRAWLEY: Yes, quitee I am quite in 


accord but why ir. Nolan thinks Mr- Woolley would 
have any ideas about it I do not know. 


luRe NOLAN: I do not know why you should 


think he has not any. 


THs CHATRMAN: All right, gentlemen. 
WRe FRAWLBY: Let us understand whether 


your Toronto Pipeline Company transports for the public 
or not, now I do not want this telegram to do anyt hing 


more than it is intended, that your company intends 
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out of it, and I find this statement dealing with 
the operations of the Toronto Pipeline Company, 
"yate 15 cents,deductions 2 per cent, transport 
for parent company only constructed 1934 still 
Operating", now fairly I want to know what the 
general experience of the company was, hirs Harvic 
now suggests, Lir> Chairman. that that word "tran- 
sport" is after all a use of the present tense and 
that this telegram may only mean that the company 


now transports, and if that is so--- 


Re HARVIE: Ask ir. Woolley if he knows. 
hLiRe FRAWLSAY: Do you Know whether or not 


the Toronto Pipeline Company other than the extent 

of the connection that you say you made for a refinery 
in Lethbridge, transports for your parent company only? 
No, I do not know. 

You do not know? 

No, I do not know. 

MR. HARVIE: lf there is any question 
about it I will be glad to get the facts. 

THE CHATRiAN: Yes, if you want to know, 

Mr. Frawley, ir. Harvie wil] communicate with his 
principals and straighten it out exactlys 

MR. FRALEY: YeSo 

THE CHA TRAN: wire Woolley, we have heard 
much about what is econonically sound in connection 
with price fixing or posting a field price, now I 

just want to get clear on this, you say that a price 
which will be fixed in Texas will have its effect, 


until eventually the wave will reach and have its 
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affect upcn Turner Valley? 
I think it has some effect. 

Q Lilinois for example will have its effect in Texas, 
fo LLbanola tls Low? 

A Yes. 

Q And Texas will. have’ its effect in Wyoming? 

A Yes. 

8 And these other States, until it reaches Montana, 
which has am effect here, that is, as Ll understand, 
the view you desire us to seriously accept? 

4 Yes. 

Q dnd so if Ll were able to fix a price in Texas, ‘sto as 


to lower it, I’ would have no difficulty in affecting 
the price all over the United States and Canada, is 
that right, on your own reasoning? 


A Yes, that is following my line of reasoning. 


(Go to number 424¢ ) 
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“"OolLley. 
The question of who fixes the price in Texas and why? 
t Dee ie ciadl you. | 
Or LT inoise and Wey is thet not ‘sot 
Yes. 
If you wanted to be arbitrary, you and Imperial, if you 
wanted to be, if you did not went to be benevolent 
and follow the prices fixed somewhere else by whom 
and why we know not, you could arbitrarily fix it in 
Turner Valley without regard to Texes or Illinois or 
anywhere. else, might you not? 
Nes. 
I an not saying that will ever happen or has happened. 
I just want to explode this theory that it is all olear 
that Turner Velley follows Texas or somewhere else, 
for economic reasons. Lt may be for economic reasons. 
It may be for controlled reasons, of which we,can only 
Speculate, is that not so? 
That is right. 
Mix. NOLAN: That raises another point. 
You know something about the Texas field’ 
Very little. 
You know that there are hundreds of oil fields in Texas, 
literally? 
Yes sir. 
Poueanow the thoes geo Ghowsands of ‘barrels, of oil in 
Texas? 
Yes sir. 
Can you explain to me how any one company could control 
the price of erude in Texas today? 
I do not think any one company can. 


Ifo, heither do I. 
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Ls. E. ‘ioolley. 

Q TH CHAIRMAI: Wouldn't you think that 
some combination of companies must. How does the price 
go down instead of up? Tell me.that? Why shouldn't it 
go up? 

A One reason is oe there is a surplus of production today 
and the figure is kept up by not pushing it down. 

m) Q VR. COMMSSIONGR LIPSETT: if it is suggested there 
are thousands of buyers looking for this oil, wouldn't 
you think that competition would put the price up? 

A There are not thousands of buyers in quantities, because 
in the fields in the &tates, those fields that are 
produging today, I do not know the quantities, but 
they are in hundreds of thousands of barrels, and they 
are operating on a two or three per cent pro-ration. 

Q Mite HiaVia: Do I gather from that 

that with thousands of buyers in Texas buying hundreds 

of thousands of barrels of oil, there is still a surplus of 

Oil available end that market only runs to two or three 

per cent? 

that is right. 

Of what could be supplied? 


That is right. 


So that the situation is this, to put it in what you 
) might call e layman's expressive language, the market 
is floodec? 
4 That is right. 
Q THs CHAIRMAN: And yet all the major 
companies are seeking out new oil fields are they not? 


4 Yeo Sir. 


ED) 


Because you know that the use of oil is making a 


tremendous demand on the present reserves every day and 
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every hour? 

A That is right sir. 

Q Should that not be reflected in the price, the danger 
of running out of the reserves? 

A Possibly that is a factor. 

Q Would the discovery of mew oil fields in Rousenie 
affect us ch Turner Valley? 

A Indirectly I would say it would. 

Mi. COMILISIOPER LIPSETT: Mr. Woolley, you told 


aD 


us something about this Toronto Pipe Line, which, I 
understand was completely your Company's property? 

h Yes sir. ; 

Q You maintained a 15 cent per barrel rate on that line 
right to the very end? 

A I think so. I am not femiliar with the details right 
now. i: think that is right, 15 cents. 

Q Was the fact of mainteining a 15 cent rate one of the 
factors which caused crude oil to cease to flow through 
that pipe line? 

A No, “notrat all. 


Now we have heard from Mr. McGrath yesterday that the 


D 


Imperial Oil were in a position to buy crude oil in 
the Cutbank field as low as 75 cents per barrel. If 
that statement is correct, and economics or competition 
governed the situation in any way, would not that put 
Turner Valley completely out of the market, both for 
your company and for the Imperial’ 

S I would think so. 

Q It is only fair to say he seid they could buy it below 
95 cents but he felt the} could buy it as low as 75 


cents. In the face of that is there any real competition 
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as distinct from the control of Imperial Of1 or 

Imperial Oil plus B.A., is there any real competition 

between Montana and Turner Valley? 

Yes, I would say there is. 

Can you indicate what, in your opanton, 1b Loy 

I do not Know just vhat the price structure is today in 

Montana. The posted price, there is none. The last I 

saw of it it was $1.15 a barrel. Now what it is selling 

at and what you Vie buy it for today I do not know. 

But there is a price somewhere I will say between 75 

cents and »1.15 where it would be cheaper to run Montana 

erude than it would Turner Valley crude. ‘hat that 

price is I do not know. 

As far as tit price, the posted price is concerned, is 

that a price that is set by the Imperial Oil, or by some 

other companies controlling Imperial ¥117 

No, that is posted, I think, in Montana, the posted 
price is done by the Continentel Oil Company. Iam 

not sure of that name. It gives the name of the company 

in the posted price in Montena. 

If you will follow that up a little by telling us if 

you know whether any company, any other sompany controls 

Continental Oil Company? 

No, I do not Know who has control of that. 

Have you any reason to think that that is an independent 

competitive company as against say Standard Oil of New 

Jersey? | 

I do not know the set-up of the company at all. 

Your knowledge does not take you far enough to be able 

to tell us if there is any true competitive price in 


Montana? 
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A No, J am not an executive of the company. I am not 


dealing in all phases ef the industry. My work is 
mostly in the refining business. 

G And unless there is a true competitive price in Montana 
is there any soundness behind this theory of competition? 

A Zs there any what? 

Q Is there any soundness in this suggestion to us about 
competition from Montena oil, either at your refinery 
in Moose Jaw or the Imperial? 

A Oh yes, i should think there would be, yes sir. 

Q Supposing we put it to you this way, assume for the 
moment there is no competition, and both fields were 
controlled by one organization, ‘Yould not that cor- 
poration be strong enough to go to Montana and say 
"Now you must cut your price down to that or otherwise 
we will give the whol? business to Turner Valley." 

And then come back to Turner Valley and say "oe can 
get Montena at such and such a price, and if you do 
not go below that we will give it all to Montana". 
If there is no real competition, is not that the 
alternative? 

4 Vell i think there “is. I am not familiar with the 
Mon ta na field, what it is like, or here. J am 
not really qualified to give an opinion on that. 

Q Yould you Bens taen” 14 safe for us to assume there 
is real competition in the absence of somebody who 
will give us definite information? 

v) I should think there would be in Montane - I am not 
sure of this - I do not think they are under pro-ration 
at all. That field is producing down there, and they 


are selling it at what they can today. There is no 
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posted. price on Cutbank. 
a It is a different question to pro-ration? 
A There is your competition. 
Q vhatever the quantity of oil is, if they have only one 


or two co-ordinated buyers, are they in the hands of 
those buyers, whether they are pro-~reted or not‘ 

4 Yes sir. 

Q It would be of interest to me to get some definite 
information as to whether there is genuine competition. 
“ie get the assumption but we have nobody come and say 


that: they know there is, or if there is not real conm- 


petition. 
b T think we could work up a picture for that. 
If .HARVIES : I do not know whether we 


should undertake to do that. Our company has but a 
very Small interest in Montana, a comparatively small 
interest, and to go tht trouhle and expense, I think 
that is the Commission's business and not ours. ‘ve 
will be glad to give any assistance we can within reason 
to the Gommission. 

exe COMPISSLOMsR LIPSeTT : Iam just putting this 
question. We have had two witnesses now, neither of 
whom can give any evidence as to real competition. 
Both of them put in figures, and asking us to assume 
there is real competiti on. That is just the point. 
ihe TARVIL 3: Is not this situation 
the same as the wheat situation? It is awfully hard 
to pin down. 

MR. COli ISSIONG LIPSETT: Wheat is very different, 
because there is an uncontrolled world market in that. 


PR. HARVLE: This is just my view, but 
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I think the world markets of oil are just as uncontrollable © 
maybe. there is certainly a greater surplus of OL to 
meet the immediate market than there ever has been in 
wheat. Here in one field alone there is only 2% being 
used. 

THe CHAIRMAN: ‘jhatever this Commission 
may ultimately find, it has not yet mggested that either 
the B.4.,or the Imperial are not paying the proper price 
for crude oil. I think it is fair to make that elear, 
whatever conclusions we may ultimately come to upon that 
subject if we find occasion to deal with it. I have 

said it appeared to me quite elear that B.4., and 
Imperial could fix such a price as they liked today 


and the Turner Valley producer must take it. 


VR. HARVIa: I appreciate your position 
there. 
THE CHAIRMAN: I have not said that they 


have not been most benevolent in their attitude. 

MR. HARVIE: ‘ell generous, maybe. 

THE CHAIRMAN: I have not discussed 

that phase of it. 

Mine HARVIE: I think it is one that 
Should be considered. 

TH CHATRAN: I do say at the moment 

it appears to me that all this talk about competition 
might or might not be beside the point, because tomorrow 
ir, MeLeod may post a field price and on the evidence we 
have todey the BeA., will follow it, and that field 
price will be exactly what Mr. McLeod or his superiors 


may wish to poste Shey may have excellent reasons for 


posting such a price, and that it is quite fair. But 
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that is aside from what I am talking about. 

MR. HARVI: Be it that way or the 
other, my suggestion is this, that if our company can 
in any way assist within reason in solving that problem, 
we will be glad to do it. But I quite frankly do not 
know what we could do at the moment. I do not know that 
the Commission are asking us to try and undertake to 

do that.e. I do think, myself, that some marketing 
evidence has got to come in on thst point. 

TH CHAIRMAN: Iam not asking you to 
undertake anything. 

MH. HARVIS: If the Commission have 

any suggestion of any way we can assist we would be glad 
to do ite 

Pee, COMES OOM ar Pc ers I think the point was that 
the suggestion at the moment to the Gommission is that 
the price is fixed by competition. If that is going 

to be urged I would like to have it proved. If, on 

the other hand ‘it is going to be admitted that the price 
is fixed by one or two companies, then we would like to 
know that it is fair. As far as I am concerned [ am 

not even throwing the slightest reflection on the price 
that exists. 

MR. HARVIS: I think that is true. 

It comes back that possibly to answer that it will be 
necessary to bring considerable evidence in on the 
question of markets. May I illustrate. Mr. Commissioner 
shakes his head. But I again emphasize I do feel and 

I say this with all sincerity and respect to this 
Comnission, that they do not appreciate the point that 


the industry is trying to make, or I am trying to make, 
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that the market is a real factor in whet you are trying 
to solve now. 

THE CHAIRMAN: Why not then now tell us 
all you Know about marketing, because no matter how much 
you may talk about it we have decided, and our decision 
is going to stand, that we are going to deal with this 
pipe line thing first. Wow if you have anything in the 
marketing, evidence upon marketing that has any bearing 
upon this, by all means let us hear that now. That is 
not being shut out because we are giving a decision on 
the pipe line now rather than in six months or whetever 
number of months it may be. Let us hear it now, and 
your evidence on marketing will not be lost to you. 

It will be available when you come to discuss marketing. 
Let us be quite olear. You are not being deprived of 
the opportuhity of bringing in every bit of marketing 
evidence you have right now, if it has any bearing on 
the pipe line, and it will not be lost sight of when 

we come to deel with marketing. 

MR. HARVIE: I can quite appreciate 
that. On the other hand, the agenda of the Commission 
and the proceedings has been we were dealing with this 
now and were to deal with marketing later. 

TH CHAIRMAN: It has been made abundantly 
clear on at least five different occasions by me that 
anything that has any bearing upon the pipe line we 
want to hear before we are through with this pipe line 
end of it, and before we adjourn to give a decision 

on the pipe line matter. 

MR HARVIa: That is very fair. 


MR. NOLAN: That applies quite as mush 
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to Commission Counsel as it does to these two companies? 
TH CHA IRIAN: Gertainly so. 

MR. FRAULY: .Oh sure. I am certainly a 
party to any amount of delay that these companies think 
they need to bring forward to the Commission any marketing 
evidence that they have, even if the agenda has no head 
for it. If there is something in the marketing or even 
in tne service station evidence that relates tack to the 
pipe line I now, as far as I am ooncerned, ask them to 
go and bring it here and let me know how long they will 
be getting it. 

im. NOLAN: And I ask you to go and 
get any evidence that you think will assist this Conm- 
mission to come to @ conclusion on matters that are not 
within the knowledge of my client. 

Pate its) LEY $ Do not worry about me 
because I have put in all that I intend to put in. 

Me NOLAL: Mire Commissioner said 

he was greatly interested in Montana, and the BeA., 
Company comes here without firsthand knowledge of it 

and the Imperial Oil comes here without firsthand 
knowledge of it. Surely there is somebody in the 

State of Montana who knows something about the oil 
industry there, and can give us some information of 
value on it. 

M.. COM TSSDONER -LOPSETT: That was not quite my 
position if I my correct you. “e@ wers handed certain 
details and figures by Mr. MeGrath. ‘ve are handed now 

@ map by Mr. tloolley. 

Tt... NOLAN: Yes. 
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MR. COM*ISGIONSR LIPB2TTS, which..draws certain 
inferences and we are asked to draw those inferenges 
without being told by lr. licGrath or by Mr.'Joolley 

that these details are based on actual facts. In 

Mr. McGrath's oase especially without any investigation 
of the Cutbank prices he gave us three totals based on 
80 cents, 90 cents and,1.00 a barrel at Montana. 

Mi NOLAN: i At the well. 

bine COLMISSION st LiPssTT: He comes and tells us 

his information is that his company can buy it at 

75 cents if they wish. 

MR. NOLAN: that is the evidence before 
the Commission. 

MR. HARVIS: May I just suggest to the 
Commissioner, as I understood Wr. 'ioolley's evidence, 

it was he ana that the information on that map was 

hased on facts. 

MR. CO MISSION IR Ge Powd des He has just given his 
evidence that the prices are actually competitive prices 
but when I come and ask them if they are really competitive 
prices no witness is able to give any information. 

MR. HARVIi: I think Mr. Woolley has 
made his position clear, it is that he figures, in this 
true picture as he foresees it, that if the Montana 
situation does oreep in it will be met in a different way 
than having Montena ane come in. 

TH CHAIRMAN? Have you any questions to 
ask, tir. Plotkins? 

MR. PLOTKIN: ‘Well I notice it is four 


o'clock. Unless you want me to start in. 
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Le B.- Woolley. 


MRe FRALEY s | It is not quite four 


-otolock, unless the Commission thinks it is. 


THE CHAIRMAN: No, we do not think it 
is four o'clock, but if you would like the night to 
think over your prose eeandnation we will adjourn now. 
Ma. HARVLE? I wes hopeful that we 
might get through with Mir. anes 

THis CHA IRMA Is You will be here until 
Monday anyway? 

2 would think so. Iwill stay here. 

Then we will proceed the first thing on wonday morning 
with youe Since you are being given time to think 
over your examination, wr. Plotkins, you can no doubt 
make it concise and to the point, because you will be 
able to have your thoughts clerified between now end 


Monday.- Make it as short as possible. 
(At this stage the Hearing was adjourned until 10.340 


A.M., February 15th, 1939). 
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mu p es of Alberta 


IN THE MATTER OF THE PUBLIC 
INQUIRIES ACT | 


—and— 


IN THE MATTER OF a Commission, dated the 
12th day of October, A.D. 1938, to inquire 


into matters connected with Petroleum 


and Petroleum Products 


Commissioners: 
_ The Honourable MR. JUSTICE McGILLIVRAY 


(Chairman) 


Sap yg ama 


L. R. LIPSETT, ESQ. 
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Toleegram, february LOth, 1949, from L.C. 
MeCloskey of the Imperial Oil Limited, 
Toronto to H. .G. Nolan, #sq., Calgary, 
dealing with purchases by Imperial Oil of 
erude in the Mid-Continent and Illinois 
Tisids, set out in Tull om Page 4268 of 
the record. 


Pemphlet issued by the Oil Conservation 
Board of the State of Montena showing 
ermuae O11 production, refining, storage 
etc., in Montana for the year 1936. pro- 
duced by the witness L.%.Plotkins. 


Pamphlet issued by the Oil Conservation 
Board of the State of Montana, showing 
erude oil production, refining, storage, 
etc., in Montana for the year 1938, also 
showing 1937 production, ete., in compar- 
ison With 1938, produced by L.bL.Plotkins. 


O11 & Gas Journal under date of February - 
eno wtI59.,. with particular. reference to 
Face 98. 


Statement prepared by the witness F. G. 
Cottle, entitled "Computation of Prairie 
Consumption of Crude Petroleum and Motor 
Fuels, Year 1938." 
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THE CHATRMAN: well we have had a rest 
new, and with whet witness are we preceeding? 
MR. FRAWLEY: I think we still have iir. 
Woolley to finish his evidence. 

LEROY EDVARD WOOLLEY, hav- 
ing been recalled, examined by Mir. Harvie said: 
Mp. HARVIE: Mire Woolley, you are still 
under oath? 
Yes. 
iur. Plotkins I believe had just commenced his crosr- 
exanlination? 
Yess 
MRe PLOTKINS: wr. Woolley, you say you 
buy ycur iiontreal and Toronte refinery crude require- 
ments mostly in the Hast Texas field? 
Yes. 
That is right? 


Yes- 


‘Po you pay the current posted field price fcr the 


East Texas crude purchases? 

Yes. 

You do, what company posts the field price for East 
Texas crude? 

I do not know. 

Well it is subject to verification, you are not aware 
that the Humble Oil and Refining Company is the pipe- 
line thet posts the price in East Texas and most Texas 
fields? 

I do not know that, no- 


Well you are not in a position to dispute that? 
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Ne» 
MR. FRAWLEY: If you will show Mr. 
Woolley the N.P.M., that will show it. 
MR o PLOTKINS; iL have not the last copy, 
the Le at ccepy shows plainly, you have the material 
there to substantiate it. 
MWR. PLOTVINS: ip Exhnabit "145". which is 
the National Petroleum News of January 25th, 1939, 
we" read: 

"Texas Fields posted by Humble Oil and Refining 

Company", 
and it shows West Central Texas. Hast Texas, Pan- 
handle Texas, North Kast Tsxas, West Texas and New 
Mexico, all posted by the Humtle Oil and Kefining 
Company, do you know who the Humble Oil and Refining 
Company is, a subsidiary of what company it is? 
Now’ LL’ do Bot UAnoOw. 
No’? 
I have no definite knowledss of it. 
That the Staniard Oil of New Jersey shows it as its 
subsidiary. as its direct subsidiary, the Humble 
Cil and Refining Company, would that be the same 
people treat help, or do posit the price in Turner 
Valley? 
You. mean the Humble would help to post the price? 
No. the Humble through Stardard Oil of New Jersey 
post the price in the Texas field through the Humble 
Oil and Refining Company and the Standard Oil of 
New Jersey pzrst the price in Turner Valley through 
the koyalite? 
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@ So both of those prices are posted by the Standard 
Oil of New Jersey? 

A UHSpCAS Ome. way Of looking at it. 

Q And it would appear that the Humble Oil ana Refining 
Company in the Texas field is the dominant factor in- 
sofar as purchasing crude oil is concerned? 

A Because they post? 

Q Because they are able to post the field price? 

A Nell I really do not know, tir. Plotkins, whether 
that means that they are in a dominant position cr 
not. 

Q You are not familiar with the mechanics of posting 
field prices? 

A OM WOR MOL et all. 

Q Through what pipeline company dc you gather your East 
Texas cruue purchases? 

THE CHATiAA N: Excuse me, Mr. Plotkins, you 
have referred to an Exhibit filed showing the sub=- 
Sidiary, what is the Exhibit number, showing the sub- 
Sidiary? 

WR. PLOTXINS: Well I have not filed that, 
I am waiting for the list. 

wiRe FRAWLEY: All the subsidiaries of the 
Standard Oil of New Jersey, no, a list showing that 
has not been filed yet. 

THLE CHA TRb.A N: Was there not a list showing 
gone subsidiary compannies ~f the parent companies? 
MR. FRAWLEY: No» 

THE CHATRWAN: we talked of filing it. 


ike FRAWLEY: Ne, the only book is Exhibit 
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"164" which merely shows the Tenia 1 subBpidiaries 
and that the Imperial is itself a subsidiary of the 
Standard Oil of New Jersey, yes, I de not think we 
have really pressed bir. Nolan about filing that, 

but it is a simple thing to file ane Mr. Nolan 

might file it within the next few days. 

MR. NOLAN ; I do not know how simple 

it is, I do not Know whether I can get the infor- 
mation or not. 

WR. FRAJLEY: welteD think, LI do not know, 
I would suggest that mr. Nolan ask iire LeSueur. 

THE CHa IkwAN: I thought it was probably in 
book form. 

MRe FRAWLSY: No, hire Plotkins is the only 
One who has made mention of it. He said there was in 
the National Petroleum News or some such publication 
a statement to that effect. 

ihiRe PLOTKINS: I will give you the facts as 
far as I know them, I mean as to how they can be pru« 


cured and to what extent they can be procured. 


THs CHA TUAN: . ALL right, if you know tell 
us. 
MRe PLOTKINS ; In the National Petroleum 


News in its Edition rf-- 
THE CHAIRMAN: . All we are concerned with at 
“he moment, well perhaps you want that, it may be 


relevant. 


MR. PLOTIINS: I have not the date here but 
I understand what I have in front ef me is a cutting 


from the National Fetroleum News in the latter part of 
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the year 1937. ow that issue of the National 
Petroleum News purported tc putlish a list of sub- 
Sidiaries of the Standard Oil of yew Jersey as 
disclosed by the Standard Oil of New Jersey in 
filing with the State Department in Washington a 
list of its interests or its ccmpanies in which it 

| was interested directly or indirectly and that 
Nationai Petroleum News issue made it plain that the 
liat as published was not .. complete one due to 
the fact that the State Department in Washington per- 
mitted the Standard Oil of New Jersey not to disclose 
all of its subsidiary companies because it might have 
a peliticai or other repercussion. Now that is the 
Situation to the best of my knowledge. 
Re FRAWLEY: wnat - will doy, hir...Chairman, 
right away, is to ask some of my friends in the in- 
vestment business in Ualgary to search some of their 
documents or books that will probably have that in- 
formation and see if it cannot be made available. 
THE CHAIRMAN: I was under the impression 
that some witness, and it may have been just an im- 
pression, some witness that said that the Humble Oil 

Company was a subsidiary of the Standard Oil of New 

Jersey. 
mRe FRAWLEY: We have tiat in evidence, lire 
Deussen, if no one else, said that because he talked 
about the gentleman. who was here, Mr. Moore, who did 
not give evidence--- 
THE CHA IRAN: For the moment it seems to me 


that we are concerned with the Humble. 
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MR. FRAWLEY: So far as the Humble is 
concerned there is no question of it. 

Wk. PLOTKINS: No, they are published 

as one of the subsidiaries. 

MRo FRAWLEY; That is in evidence. 

THE CHAIRMAN: You can get your list from 
Washington of course in a very simple and sure way. 
MR. FRAWLEY: Tes, We will pet rit. 

TH: CHATHHMAN: There is not oncealment 

about it- If Mr. Nolan can conveniently get it he 
will no doubt get it and if he cannot--- 

MRe FRAWLEY: We will get it. 

TH CHA Thi AN ; You can certainly get it 

from Washington but in the meantime for our present 
purposes, Mr- Plotkins, it appears as I thought it did, 
that it is in evidence that the Humble Oil Company is a 


subsidiary of the Standard Oil. 


MRe PLOTKINS: Of New Jersey. 
THis CHA IRIAN: Yes. 
MR. PLOTKINS: we can safely assume that for 


the purposes of this oross-examinat ion. 
THE CHATRMAN:  . I had the impression and Mr. 
Frawley confirms it that the witness Deussen estab~ 
lished that, so you can accopt that. That is your 
memory, is it, lir. Nolan, I do not want to be wrong 
about the evidence, I certainly had that impression. 
MR. NOLAN: wait until I speak to my 
friend, Mir. Frawley. 
MRe FRAWLEY: ve may not be able to make 
that assumption at the moment, we will check Mx 


Deussen's evidence and then following that, I think 
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what bre Nolan could do and I am sure he will be good 
enough to do it, is to clear up the Humble alone, 

wire ir. LeSueur today and ask for an immediate reply 
with reference to the Humble. 

THE CHAIRMAN: If there is any doubt about it 
would you mind doing that? 

MR. NOLAN ; NO. 

MRe FRAWLEY: We will then clear up that 
one company. 

MR.o NOLAN: what is it called, the 
Humble Oil and Kefining Company Limited? 

MR. PLOTKINS: Not Limited, The Humble Oil 
and Refining Company. 

MR» HARVIE: Which controls 100% of the 
Humble Pipeline Company. 

MR. FRAWLEY: And then my friend and I 
might confer before he 8€2°S the wire because there is 
the Carter Oil Company which does a lot of posting in 
the Wid--Continent and which I understand they are in~ 
terested in and the Magnolia Company which does some 
pesiting and I understand is also a subsidiary and 
they can be included in the one telegram. 

THE CHATR MA : It might be proper to find 
out about your Illinois. 

MR. PLOTKING: Who posts the price there? 
MRo FRAWLEY: Yes, I was wondering, you 
were going to do that, sire Nolan, hut iir- McGrath 
went. You recall he was going to get us that infor 


mations: 


MRe NOLAN; Yes amd I have that. 
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MIR. FRAWLEY: ‘We might as well put that 

in now then, yes, here is the telegram, I will 

read the telegram, it is dated Toronto, February 

10th, that is on Friday last, 696 -- Second bve.,H-G.Nolan, 


Calgary, it is from Mr. L. CG. McCloskey, Vice- 


President in charge of ref-ning for the Imperial 


Ol 
TH CHATRMAN: luxe MeCloskey is what? 
MR. FRAWLEY: Well he is the Vice= 


President in charge of manufacturing for Imperial Oil 


Limited. 
THY CHAIRMAN: The telegram is dated? 
MR. FRAWLEY: Dated Toronto the 10th of 


February, I recall now that we asked Mr. McGrath to 
teli us from whom they purchased their Mid-Continent 
crude as well as the Illinois and this telegram deals 


with it, and I will read the telegram now. 


3? 
Toronto Ont 


H G NOLAN 

606 SECOND AVa CALGARY 

YOUR WIRK EIGHTH MID CONTINENT CRUDE PURCHASED 
BY IMPERIAL TAST TWELVE MONTHS WAS FROM CARTER 
OIL COMPANY WHICH IS BOTH A PRODUCER AND PUR- 
CHASER IN THE MID CONTINENT FI“LD AND SUBSIDIARY 
OF ST; NDARD OIL COMPANY Niw JERSEY STOP ALL SUCH 
CRULE PURCHASKD FROM THiiw Wis AT CURRENT PUB- 
LISHED WELL PRICHS FOR MID CCNTINENT FIELD STOP 
TLLINOIS CRUDE PURCHASED BY IMPERIAL LAST TWELVE 
MONTHS WAS FROM OHIO OIL COMPANY BOTH A PRODUCER 
AND PURCHASER AND UNRELATED TO STANDART OIL 
COMPANY NEW JERSEY OR IMPERIAL STOP ALSO PURCHASED 
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YILLINOLS CRUDE FROM CARTER CIL COMPANY WHICH 

IS BOTH A PRODUCER AND PURCHASER IN ILLINOIS 
FI“LE STOP ILLINOIS CRUDE FROM BOTH SOURCES 
PURCHASED AT CURRENT PUBLISHED WELL PRICES IN 
LLLINOIS FIEID STOP MID CONTINENT CRUDE 
PURCHASED FROM CARTER WAS TRANSPORTED THROUGH 
PIPE LINES OF WHICH FORTY SVEN PERCLNT OF 
MILEAGI WAS PART SY OWNMWE BY STANTARD OIL COMPANY 
NEW JERSEY AND SUBSIDIARIES FOURTHEN PERCENT OF 
MILEAGE OWNaD BY SUBSIDIARY OF IMPERIAL OIL 
LUuITED AND THIRTY NING PERCENT OF MILEAGE 
OWNED BY UNRELATED INTERESTS STOP ILLINOIS 
CRUDE PURCHASED FROM OHIO OIL COMPANY TRANS- 
PORTSRD THROUGH PIPE LINES OF WHICH THIRTY THREE 
PERCENT OF MILEAGE IS OWNED BY SUBSIDIARY OF 
IMPERIAL OLL Limi TED AND SIXTY SEVEN PERCUNT OF 
MILEAGE OWNED BY UNRELATID INTERESTS STOP 
ILLINOIS CRUD: ©URCHASHD FROM CARTER OIL COMPANY 
TRANSPORTED THROUGH PIPE LINES OF WHICH THIRTY 
TWO PERCENT OF mILSaGi TS OWNED BY SUBSIDIARY OF 
TMPERIAL OIL LEvITED AND SIXTY EIGHT PERCENT OF 
MILKAGK OWNBD BY UNRELATED INTERESTS STOP IN 
ALL INSTANCHS CRUDE OLL WAS TRANSPORTED AT IN- 
TERSTATE: COMMERCH COMMTSSTON PUBLISHED TARIFF 
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TH CHAIRMAN; All right, Mr. Plotkina, 
MR. PLOTKINS: Do you know, iir. ifoclley, 


through what pipeline de you gather your Texas Crude? 
Noh de net know anything about the operations in 
Texas. 

Are ycu ina pestion to acquaint us or acquaint the 
Commission what pipeline does your gathering or 

through what firm you do your purchasing, your cemp any 
is in a position to supply that informtion? 

Ch yes. 

Do you knew that your company ae its requirements 
through the Humble Oil and Refining Company? 

No, I do not know anything about that. 

Poss your company, the Be A.» the British American Oil 
Ccmpany or any of its subsidiaries such as the 

British American Producining Company cor any others 
have any working arrangements with other producing 
companies in the United States? 

IT dn not Know. 

You do not know? 

No, I know nothing about production. 

THE CHAIRMAN: ire Woolley concerns him«+ 

self with the refining end? 

Yes. 

MR.« PLOTKINS : But you ere not in a position 
to say as to whether any arrangements ex-+st that would 
enable your purchasing company to exchange crude GEE or 
production poi crude oil with some other produc ing 
companies? 


No I do not know that. 
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Do you know if that is not a current practice be- 
tween large companies? 
A No I do not know, 2 am not familiar with the prod- 
uction business in the States. 
Q If it were it would not make very much difference 
then whether it was produced by your company or by 
Some other conmmany so long as you can get your crude 
in the field at the most economical, that is that 
you. could lay down your crude at the most econmmical 
price, it would make no difference who produced the 


erude, to you? 


A I do not know that I understand your question, iir. 
Plotkins. 

Q Assuming that you produced in Kansas, I understand 
you do? 

A Yes. 

4, And in Oklahoma? 

A Yes. 

Q But you do not find it economical to ship from 


Kansas or Oklahoma because you are buying uast Texas? 
A That i saerient « 
Q Now if that crude which you purchased in Kansas and 
in Oklahoma? 


A Yes. 


@, Could be sold to a refining company that also has crude 
production in ast Texas, it would be possible then to 
make an arrangesent to save both companics? 

A Well Lt might be, yes: 

Q In other words, this company that you exchange with 
may be able to use your Oklahoma? 


A Yes. 
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ve, at a 


Oryour Kansas crude much more economically in 
their refinery? 

That is right. | 

Phen to Dring rit. in ext Texas? 

Yes. 

Ana by thet token the fact that you do not produce 


your Texas crdue does not tcan anything on an economical 


basis? 


(Go to number 4273) 
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‘oolley. 

what do you meant? 

L will put tt this way. If you sold: your crude in 
Oklahoma and hansas to another Company who was in a 
pesition to use that crude to refine it in that part- 
icular territory, and sold it to them at the posted 
Ficld. price whieh is, whet you would do, now if you 
purchased from that same Company or one of its 
wubsidiaries or one of its related companies in the 
4a8t Texas crude at the posted field price you would 
bovine) Position to benefit from/any producing ‘profits 
in Oklahome or the Kansas field‘ 

Mes Sat. 
And the other Company would be likewise in the same 
position’ 

That is right. 

So that would mean there would be a balance of interest? 
Yese You are assuming we do that. I do not know 
that we are. 

[fT am asking you if that is not the common practice? 

I do not know. fou ereressuming it’ is done. 

LT am assuming that it. is done and Lam asking you to 
assume that?’ 
Hll rig it. 
Assuming you do, that would be good economics would it 
not? 

it is, yes. 
BOGE At is would. btwnot be natural to, find «such a 
Gondition exists’ In other words vou as refinery man 
vould not allow your company to ship Oklahoma or Kansas 
crude if such an arrengement could be made* 


That is right. 
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So you aré not ina position to say whether the 

present arrangement, your vresent arrangement with 

the tast Texas is not on thet basis? 

esti doonet, Knows 

“men the Iltinois crude prices made purchasing it more 
economical than your regular sast Texas crude did 

your ©onpeny approach the aast Texas procucers supplying 
your needs and ask them to edeept for their crude a 
Dever TRICE corvespondins in value to rthe) price of 

one IiVinois scrnde.) You dc not understand my: question’ 
Just read that exgain. 

“moen the iitinois; prices bezan to affect your business, 
in other vords when you considered it was more economical 
TOnlUronesetVoOrnentliinope Tield, did you.go to your 
fast Texas producers, that is the people you buy your 
CVrUCCe Eom,  esrectly ; andysayrto them "ell now, you 

are going to have to teke so much less if you want to 
Keep this business; if we: are to continue purchasing 
Peomeavrous ! 

Ido not knovweanything about that, tr. Plotkins.’ I do 
not think there has been any deal of any kind abou’ 


tHe idginois expdes)) i] have said we have not zun any 


ipLinoisserude. “ie have not purchased any. 


Uhat I am asking you is not so much that as it is when 


you are faced with a situation of new development, the 
Eliineis crude, Coming on the market at a lower price and 
that price is such thet you could lay down in your Toronto 
or in your Montreal refineries tllinois crude cheaper in 
va Lue 

Yeuuo than you cen your presentcsource, or. your sast 


Texas source, you are not going to just disregard that 


fact. You have told us that everything is based on 


T-1 
3 
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economics, based on the cost, is that not correct’? 


A Tess 
0 So that you are not going to disregard that new 
Situation. What you would do would be to @bandon 


your “ast. lexaa.;production and buy in Illinois, or 
would you go to your sast Texas people..... 

4 You are asking me something about production which is 
something I know nothing about. it is a Situation I 
Know nothing about at all. I was speaking of the 
Pelining and provgsssing of crude and shipping,. the 
economics of thet. TI am not talking about the 
economics of production. 

Q eh ool ey. inorder for you to intelligently give 
this Commission, as you have dons, maps purporting to 
show the economic limits of shipping one crude egainst 
the other for your refined products? 

A Yes, 

Q You must have informed yourself as to the basis of 
purchasing that crude? 

ys) The basis was the posted price of the crude. 

Now I am asking you the question again, would you just 

ignore the iiast Texas producers from which you pur- 

chase and say the posted field price in #ast Texas is 
too high and we can purchase in Illinois and we are 
going to purchase, or would you give them an opportunity 
to meet the price or how would you do that’ 

A I say I do not know. I cannot speak of that. I am 
not an executive of the company. I know nothing about 
the production or how it is run. 

Q So that you have accepted in making these computations 


somebody else's word as to the economics of crude costs? 
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me oe oolley. 
A There is nothing in my evidence about costs of crude. 


The purchase price of crude, the economics of crude 

Or producing crude; or how they regulate the price. 

I do not think I have attempted to explain tha*. 
G wOll, is not this the position, you have assumed that 
for your purposes your Company can disregard the question 
of the posted field price in Illinois, because your 
company was in a position to see to it that the price, 
the posted field price in sast Texas would be..... 
No» 
Cire Dar Ora wen i ey? 
cs 


You have not assumed that’? 


i -  e 


No. 
MR. HARVI-: He said sast Texas dropped 25¢ 
as the result of something, of which possibly Illinois 
was factor. 
© Dee PLOT Tis: Possibly Illinois wes a 
factor? tor vour Khowredes) then, ‘do you" Know whether 
your Company approached the Humble Oil Refining Company’ 
A No, I know nothing about that. 
no we have to find these things out? 
A From someone else besides me. 
Mee PT LOPrRING © Mr. Chairman, am I going 
to be given the opportunity to find out from the people 
who can tell us about these things: They apparently 
affect the price. 
Paw PRE ERa Ys I do not want to interfere 
in the least with Mr. Plotkins! cross-examination but I 
feel, Mr.Chairman, that there could be a good deal more 


of what Mr. Nolan has done this morning, and I am sure Mr. 
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ise ''oolley. 


Harvie is very anxious that more should be done - but 

a greet deal could be done by having Counsel makn 
statements on these questions unless they are too 

involved or on matters that are too controversial. Perhaps 
this is something iir. Harvie could be instructed about 

or could get a telegram or have a telephone conversa tion 
apout. 

Ai CHALRLIANs It seems to me you might 
well séc, Mr. Flotkins at the noon hour, if you can and 
see What ir. Plotkins has to suggest as to the ways and 
means of getting the information here that he would like 
to get here. It may be that between you you can work out 
a convenient means of doing it. It may be sverything 
he wants to know Counsel will admit - Counsel who 
represents the Companies from whom he seeks to get the 
information. Et may be worked out and I think you had 
better have a discussion about it together. 
te HRB Xs That is what is in my 
mind. I think we should do that. I am quite certain 
the British American Oil Company wants to give us all 
the informaton. 

THs CHAIRMAN: I am quits sure there is 

not @ Sign of any attempt to keep anything from the 
Commission that it wants to know. 

ts. HARVIS:S ie want to co-~operete in 
every way. 

THs OHAT «Maw: Quite som and that has been 
the position throughout, end I nave no doubt it will 
COdpunue to be. i think Mr. Plotkine 1t is the simple 

thing to get in touch with iir. Frawley and see what you went 


to establish and in what way you can suggest it could bo 
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Lei. Woolley. 

established. Commission Counsel will try and meet 
you and he, perhaps, may accomplish it By admissions 
from Counsel of this Company with respect to matters 
that are really not in dispute, but just lick formal 
proof. 

Mi. £LOTRING: Do I understand this 
Commission is anxinus to determine the mechanics of 
how the prices are finally decided on, so as to be 
able to weigh the effect of these practices, not only’ 
on the pipe line activities, but om the marketing 
activities. 

THi CHATRMAN: Net as yot, no. Mind 
you, if it is necessarily associated with the pipe 
line matter. all right, we want it, and we won't 
eesliias it because it is concerned with something 
else as well. But at the same time we are now attempting 
Voersacn Sa eng of Chis pipe Vine inquiry. "You, Like 
everyone Glse, I am sure, are giving your time to 
this and are anxious to bring it to an end. ‘Je want 
to get the information as expeditiously as we can. 
After your conmference, if there is any occasion for 
speaking to us about it again, you may, of course. 
lpnay be that your diificulsies of proof-will be 
ironed out. Is there anything more from Mr. Woolley, 
bearing in mind he is purely a refiner? 

MR. PLOTKINS ; I am going to skip these 
other questions purely on that matter. 

Q Does your Gompany interest itself financially in the 
properties of its crude suppliers? 

A Beg pardon? 


Q Does your Gompany interest iteelf in the operations, 
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in a financial way in the operations of the people 
Supplying you with crude oils? 

I understand they do. I ao not Know anything about 
it but I understand thet they do. 
Do you know that is the case in Turner Valley‘ 
611 ET really do not know, Mr. Plotkins, anything 
about the production business at all. 
So we will get that from somewhere else? 
I have heara thet they do. 
PS Oak Cie ‘hat do you mean, Mr. 
Plotkins, finance the drilling of wells or what’ 
Pes tet Witt os In various ways. Finance 
the drilling of wells, finance promotion companies and 
all the ways that are open to the trade to stabilize 
these crude supplies. 

aa CHAIRMAN: That is something you 
can find out, and answer, could you, without bringing 
a witness here, iir. darvie? 
De TAR Vee If there is any possible 
Way of doing it ITowill try. It-does open. a large 
question such as the one raised by the Chairman on 
Friday as to the American producing subsidiaries. As 
far as giving fects and figures of our operations in 
Tarkerivarley,  Tethink there will be no difficulty 
on that at all. 
THS CHA TRMAT : That is all that is asked. 
MR.HARVIE: Whether tur. Plotkins' 
suggestion does not go much further, as to whether 
we do not stabilize prices of our production in view 


of the production from other fields. 


TH CHAITRisl: T understand Mr. Plotkins 
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SEB) 


wants to know - we do not want to enter intu a Lot of 
things in this Inquiry that does not have any bearing» 
on it ~- but i. Plotkins merely wants to know do you 
finance wells in Turner Valley in any way with a view 
to assuring yourselves of procuction from Turner 
Valley wells: 

MA .AbRVIG: I can answer that ina 
general way. If you wish any detailed information 

we Shall have to get that. My generel statement would 
be that British American Oil Company has, through loans 
and other similar type of ways, assisted in the drilling 
OP Viells Wn Turmer Valley. Generally speaking it is 
done on the basis of a loen with repayment out of pro- 
duction, some bonus, and a production cohtract. 

eee BLOT De Tie vmasra ll: right. 

My sole reason that I asked thet question is that it 
comes directly in the matter.of stabilizing the output 
that will go through this pipe line. If your Company has 
assured itself, through its operations, of the crude 
Supply Tor auninber of years it is not Likely thet they 
are going to change their crude supply over night or 
even this year? 

NO.» 

And it is a reasonable business practice to do so, to 
aasure yourself of a continuous supply of crude. ‘/ould 
you not think so? 

Yes. 

And the same thing, no doubt, existS in your operations 
in #dast Texas. You would not buy from day to day: You 
have to cherter tankers and you have to command other. 


facilities and you would not be likely to embark on 
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operations in wast Texas on a day to day or even a 

year to year basis? 

That is right, ina general way. 

So that all these company operations are not subject 

to fluctuations from day to day. I mean the fact 

you buy ijtinois or thet you buy in Texas is not going 
to be decided over night? 

NO. Sif. 

It takes quite a little preparation to weigh the pros 
and cons and to make new arrangsanents etc.? 

Yes. 

SOrudat vhe pipe bine in Turners Valley is not Likely 
going to lose its through put ina year’ 

ina yeers 

Inside a year, this year for instance? 

There are many things that enter into that. f.ado 

not know that..... 

"“@ll you do know that your Company has financial e.-mmit- 
ments or has invested money at least . Your solicitor 
agrees to that? 

foe Si. 

So that in order to get that money back and in order 10 
carry out your other commitments that you may have, you 
are not likely to just wait on the side and jump into 
Some other field* 

I think all these commitments are made on the basis which 
permit us to cancel these contracts any time we vanted 
anuanow teke the crude, iI think that is right. 1 do 
not think in any of our refineries are we tied up with 


a erude beyond a year's period anyvay, where we would 


have to take any one crude forever. If thet is vhat 
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foolleye 


you mean? 

Yes? Partly I mean that. That brings us to another 
point. 

THA CHé IRMA : Have you seen these 
eontracts, fim. Frawley?’ 

MR. FRA L&sY: these contracts for the 


purchase of crude? 


THE CHAIRMAN: Yes. 
Mie Fie? ? we have seen the Turner 


THE CHS IRMAN: That is what we are talking 
about, with British American ‘* 

Pee Ws play: LoS: Ne) NearVvire pub on 
his erude purcnasing contracts. 

THa CHRIAMAN: I thought so too. I have 
not examined it. Does it contain a provision such as 

the witness suggests? 

iz. FRA LLEY: I offhand do not think So. 
Iwas thinking about the Montana situation. 

THA CiALTRMAN: 7 Do you acne, Harvies 

Me cARVId: i think bt, 19 6- Lese) imper- 
pret=tion. I think Mir.Woolley's statement is correct. 
Pits. Hua) vies Vs That you c&€n cancel at 

any time’ 

MR. HARVIS: I do not say cancel, 

put for economic reasons, they onby have to take such 

@ portion that for economie reasons they can and they 
are to some extent tied to that. But I think the 
contract speaks for itself. 


the COAIRMAN: Quite so, but I just 
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thought it wouid probably be a very simple clause if it 
was in there, and you might tell us now. However, ve 
will examine it for ourselves. Do not bother if nobody 
knows. 

ER .HARVIS: My impression is that ae 
Woolley's statement is maybe a fair statement. 

Mie i CO iSSlOheR DIPSETT: te woe hot fore the: Life 
ofthe welh7 

MRO Weal YS That is as far as the 


Drecdocern as concerned Tor thevlife of the well.. 


Mae HARVIS: No, it works both ways. 
Pin oe PRT ys You said it was up to 


your Company to decide. 

THE CiAIRMAM: The suggestion that 

is thrown out is while the well is tied up you have 

the use of the oil, but if the interpretation of the 
contracts oes by the witness is the correct one, then 
you can, instead of all the production, that you may 
say at any time you like, well it is not esonomically 
Sound to take all you have produced. 

ton «! (LS Vidas ¢ In thet case I think the 
contract goes on to provide thet the producer can sell 
elsewhere. It is just as long as we do, we have the 
option to buy all at the posted price. Failure releases 
us from that contract tv the extent we do na& buy. 

Pade Coie A Ts It speaks for itself 

as you saye 

Mie PLOTLIPS: vould I ask lir. Frawley 

a question in that respect? While I betieve Mr. 
Harvie's statement is substantially correct, I know 


that the Imperial Oil Company contrect does not provides, 
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or it has not a condition in for the termination and 

the position of the producer would then be in, in 
@ case such as we have under consideration, the 

Imperial would insist that the well be closed down, 
and no market be taken out of the department by the 
producer selling elsevhere while the Imperial was 

buying crude somewhere else. 

MR ARVIE : I did not understand Mir. 
Voolley was talking about Imperial Oil contracts. 

Ua. PLOTRING: No, but I am just asking 
this question at this stage of Mr. Frawley. 

eR. FRA LeYs “ell we will look at these 
two Gontracts now, both the B.A., and the Imperial. 

I will have them both here in e minute. 

THs CASIRMAN: It raises a question and 
not an unimpertant one about the position of the producer 
with respect to the sale of oil, which has a bearing on 
ene through put of the line. 

Pie AST y st Quite.so.  Dowoulds ire 
Mr.\Jjoolley to deal with some question of the Montana 
Situation. 
Do you recall that your Company when ve were, - or shall 
I say when the Alberta Government was prsssing it to 

use Turner Valley orude rather then Montana grude, do 
you recall, Nr. Vioglley. cece 

That was about a year ago. 
Yes, at the end of 1987 vasn't it? 
Yes sir, 
Do you recall your Company asked for some time because 


they had conmitments in Montana which they had to carry 
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out and they ran for quite a few months after the Imperial 
discontinued importing Montana? 

A Il believe so, yes sir. 

C, Because of the comnitments? 

bh Yes. 1 believe that is correct, because we had sone 
erude left over last year in Montana. 

Q Pour ooiGiInued TO, Import pipe: Line run for quite a time 
after the Imperial and because of the fact you were not 
able to get rid of your comiitments quite as handily 
as the Imperial, do you recall that? 

A I think there was something like that that governed the 
Montana situetion. 

Q Tie would suesest:. you are tied up to these producers a 


little more perhaps then I gethered from your last 
answer, that you could discontinue? 

A Yess Sli, 2 think my statement was I did not think 
that any of our refineries were tied up with definite 
contracts so that we could not change the source of 


Supply of erude. That would be very poor business. 


a But the Montana experience would rather indicate you 
were? 

A For a short period yes. 

Q For sone, quite a fev’ barrels of crude? 

A For some montns. 
THs CHATRIAN: AS Major Lipsett said it 


might be stock on hand. 


Reo Sol ohs bP Leon tT. : Do you know which it was? 


& 


Do you knov whether the delay in Montena vas on account 
of commitments that you had with wells, or on account of 
stock you h-d on hand? 


A Fo, I really do not know about that situation in Montana, 
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but it may have been both. ‘Je carried dovn there, in 
operrting periods, quite a fer thousand barrels of 
Oil and then we also had some commitments, I think 
theyweotn entered into it. 
SITs is Os OG OR Mr. Chairman, maybe lir. 
Nolan could give us the information with respexrt to 
the Imperial Oil Contracts. 

is GHA Tela Ws Haven't you the Imperial 
contract in* 

ite Peat ao Lf Yes, there is no doubt 

Peout ete aumoerial, Lt isin. 
THS GH Tatis N: They are both in, whatever 
they say they say., e cannot change it. 

tote we EOL IG: Mr. Nolan might have a 
different interpretation on that contract. 
THs CHAIRMAT': Ve will hear hin in argument 
about thet. It has nothing to do with this witness in 

tiie, DOR. 
Piet CrP. This is the Koyalite one, 
Devupg oO", if it has-any value to find ‘out what the 
clause is and read the clause in. That is the Imperial. 
Mr. ‘joolley cannot say anything about that. And nov we 
have the British American, it is Bxhibit, "Lae". 
ie PF LOTCINS: I think it has a serious 
bearing on the question. 

Tis, CHA LAMAN: vertainly it may have a 
bearing and its bearing will be claborated on by Counsel 
and by you if you wish in argument after this evidence is 
all in. But we cannot change that agreement by asking 


questions about it or hearing Counsel's interpretation. 


Because when they put an intezpretation on it, wa might 
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put es dittcrent one on. If it is a matter of inter- 
preting the agreement that is just a matter of inter- 
pretation and not evidence. 

Piers OU IOL Ss I realize that. Ener OnLy 
thing is in asking this witness questions, I am assuming 
certain conditions exist in Turner Valley based on these 
contrects. 

THs CHATRMATS The truth »f the matter is 
this witness coes not know anything about Turner Valley 
OY production anywhere else apparently? 


& yey Le rignt. 


C, Payb to) Gis Trank position? 
4 wes Sir. 
@ He is a refiner and he is here on refining. He has 


produced some maps which, I teke it, he has had 
prepared. 
Pica Oh Lisi : I understoad, Mr. Chairman, 
that Mr. joolley came here prepared to tell us sll about 
the Company's cperations’‘ 
bs No. Sir. 

Pe CAAT in iss MGs HOOLLSCY, G2a Moy, So 
understand. 

cue aa i a PR Will it serve any purpose 
if I read into the record a couple of paragraphs from 
the British £re rican agreement which indicates what the 
rights of the parties would appear to be, subject to 
whet may be argued about then? 

THs CHATREA: “ell just to refresh our 
memories about them. 
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"]. The Vendor covenants and agrees to sell to 
the Purchaser and the Purchaser agrees to purchase 
from the Vendor, except as hereinafter otherwise 
provided. all such oil prcduced from the above 
described lands from the date preduction is from 
time to time obtained and for so long as any such 
Oil in commercial quantities is produced therefron, 
the Purchaser to take delivery of the said oil from 
the Vendor's tankage at the piace of production after 
Measurements by the representatives of the Vendor 
and the Purchaser have been made, which oil, when so 
measured, shall be subject to a reduction of two (one) 
per cent (2(1%)) representing pipe line loss. 
PROVIDED the Purchaser shall not be required to take 
deliveries in less than tank lots of two hundred (200) 
barrels. and the Vendor shall supply the necessary 
Pumping equipment and fuel therefor. PROVIDED FURTHIR 
that this Agreement shall not apply to any royalty oil 
payable to the Lessor under the herinbefore described 
leases and to any royalty oil payable to any 
predecessor in title of the Vendor under its Sub-lease 
of the said lands if such royalty oil is taken in kind 
by the Lessor or prodecessor in title under the terms 


of the said Lease of Sub-lease." 
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"The purcherer covenants and agrees to pay to the 
vendor for such oil at the current market pri¢e 
prevailing at the field fora dike, product at the 
place and time of delivery and subject to the terms 
of this contract on the same terms and conditions 
such payment to be made not later thar the 20th of 
the month following that on wh’ ch 8UCh yroduction 
Poor e ceived, 

6. “The nurchaser further covenants and agrees to accept 

See read) forl nroducci by the vendor and delivered 

ii accordance with the provisions of this agreement 
from the said lease for the veriod as hereinbefore 
defined, provided that in the event there should be 
available to the purchaser fron the Turner Valley 
mero snyvysuch. Ol) in quantities in excess of the 
purchaser's economic market requirements in the 
Sopa rrelag sand 10 shouleé consider it advisable to 
curtail Its purchase s therefrom, of which facts 
Seeimmrdiaser Shall be the ‘sole judge it shéall nos 
be necessary for the purchaser to accept under this 
Soruracy 7a. lesuch OF) the vendor is able to dediver. 
In Such event the 2urchaser may make the required 
Pecucwvon in aquentity, of such ol: to be purchased 
hereunder subject to the following terms and 
eon di tions, namely: 
(a) The nurchaser agrees to take in the first 
instance a minimun of 250 barrels or 50%, whichever 
is the greater, of the available and or allowable 
production of the well or wells on the said property 
provided that for the period of the first sixty days 
after production and in order to allow the purchaser 


an opportunity to arrange for and construct necessary 
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storage and transportation LOCI GVOS tl Wide «De 
requiree to accept an excess of three hundreg 


barrels per day." 


That is the case, it is the onening part, the principal 

part of this which you had reference to. 

MR TUGRVi 3: Yes, Danie ee eS ON, and. 

the effect of the following clauses is that we have to 

eive So muchinotice, and after that notice becomes 
operative , any oll we do not buy the other neople ate 
permitted to buy. 

MR. FRAWLSY: i will read another clause. 
"At any time, including the said sixty day period, 
the purchaser may notify the vendor of the maximum 
datly amount it 1s prepared to accept, which amount 
Shall become effective thirty days after date of 
such notice; Provided, however, the said notice 
shall become effective immediately in case general 
pmorebiom is irom time to time applied in the said 
Pela. 

Poveven,) (ibet. is the effect of it. 

TH.i CHALRMAN : AW eriens, it. will speak: Tor 

itself,whatever it is. 

MR. PLOTKINS: So that, Mr. Woolley, you have 

heard read the extracts from the standard contract; by 

the way, Mr. Harvie, is that the same contract for 


everyones, is that the clauses which are in every one? 


MR. FRAWLEY: - Wir. Harvie made a statement abou 
ay bis 
MR. HaRVIn: With the explanation that it is 


the last form used. They have varied from time to time. 
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Q MR. PLOTKINS: There would appear to be a 
definite committment for a minimum amount of oil fora 
certain period, you have just-heard it read? 

A Yes. | 

Q So that for some time in Turner Valley then, even with 
certain conditions in other fields which would vermit 
you to buy oil cheaper, you would still be taking oil from 
iwimer Valley-at the posted field nrice to the extent of 


your comnittments? 


A Well, we think we are. 

Wy iP mean that is the contract? 

A Why, no, we are taking oil here, yes, is what what you want? 
& Well, i mean’ in view of your contract? 

A Yes, we are, I think we are living up to the eontracts, 


whatever they are, I do not know what they are. 
You know to the extent to which it has been read? 

A Yes. 
To that extent it would appear you have some definite 
committments? 

A yest 

Q And the pipeline is not going to be deprived of that much 
business, at least for some time? 
THE CHAIRMAN: The witness, you see, that is 4 


matter of argument, this witness ca not help you, he does 


not know. 
A Lao) not know. 
THs CHATRitAN: You get him out of his particular 


field and he does not know anything about it. 

A You are talking about imsortations of production, that 1 
do not know anything about it. 
THs CHAT RIAN : You are at liberty to argue that 


hefore us when the time comes. He has really gone fur ther 
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because he has given his estimate for next year. 


MR. PLOTKINS:; For this year, you mean? 

tae CHaLRiiAN : #On 19S, that) 1s correct, Mr. 
Woolley? 

Yes. 

Mine ES LOTKING: On Friday, Mr. Woolley, you remarked 


that you expected conservation measures in Illinois, did 
you mean imposed by the State? 

I think my testimony was that I had read that the State 
had sent a committee or commission to Texas and Oklahoma 
TO investigate the methods. 

OT conservation? 

Peco servavlon, yes. 

Swunlapiil 19 FO berexpeeted that in Illinois there is 
PoOlne to be some sort, some measure of conservation? 

PP ynank 80: 

Pio /OCMMIission reports, and the Government sees fit to 
enact legislation? 

Yes. 

Now, normally would you expect the State of Illinois to 
enforec conservation measures to bring about efficiency, 
efficient producing methods and prevent waste only; in 
other words, what is the State’s position, it wants to 
sse its resources capably devslopec and without waste? 
Tes. 

Well, that does not necessarily mean then that this 
Conserv-tion Counission, which might be set us in Illinois, 
is going to concern itself with regulating markets as 
between States? 

ecu cd Hot say that. 


Then it is to be implied then, in your remarks, that what 
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you meant was that there would be waste prevented and 
efficient production methods? 

Yes. 

But not necessarily less erude finding its way into the 
market? 

No. 

Or any difference in price? 

ito, 1° dida' tt say ‘that. 

po thet all your statement...... 

TH.1 CHATRMAN: The witness did not answer that, 
he just started, finish your enswer. 

Would you read me the question, please? 

(RePORTER - reading;) "Q Then it is to be implied then, 
in your remarks, that what you meant was that there would 
De Wes.e prevenved’ and efficient nroduction methods? 
meses a bu, Not necessarily Vvess ceude fiming its way 
into the market? MO) No, Orv any difference in price? 


Perio Lait eS? Say Thats” 

Mao vs ule end at my answer. 

THe CHALTRMAN: ALL riehe. 

So that what you now say, you mean when you made that 
remark is ,there would be some sort of conservation measures 
but not rnecessarily restriction of production? 


No. it did not mean that. 


3 


Well, why would you make that remark if you did not have 
in mind some sort of restriction in order to stabilize the 
market? 

Well, I think that conservation, that when you conserve 
your field that there is restriction of the market, not of 
the market but of the prouuction. 


Why, it may be conceived and it is fairly conceivable that 
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a well can produce efficiently and not have any restriction 
as to the amount it can produce imposed on it by same 
governmental body? 

A Meat mayne. 1 do not know edi yVPlotkhins,)"you"have. cot me 
Sut in the production field again and I do not know anything 


about production, I am trying to answer these questions. 


ED 


TH CHAIRMAN : We are just Wasting time, 

what you are putting to this witness, are your views based 
on 6v1ocnce presumauly whieh can be put 'to us in due course, and 
whiohwe Will listen vo, but he cannot answer, that is the 
trouble, he does not know, his answers are of no value to us. 
MR. PLOTRINS: anen vis his statement porshay extent 

that he made it, that some conservation measure in Illinois 
Mayo ost cot tie production ana price, of no value, is he 
competent then to make that statement? 

THE CHAIRMAN: Pio Rom Kn ow, (Miner her |e. SOP, Note, 
all he knows is that he read somewhere that some Commission 
might be set up ‘to make enquirics. 

MaJOR LIPSSTT : He has already, Mr. PlotkKins, 
eiven you evidence that in’ his: opinion the British American 
company Will De able vo use 14600,000 barrels of fymer 
Vailtey crude curing 19595) now,’-do you want “ol ¢o any Turther 
Tian thet? 

Mikes “LOTR TINS: OnLy ives, ininat respect j: My. 


Comm) BSVoter oases ce. 


MAJOR LIPSET?T: Yes? 

Me FLOUR S: Well, I am coming to that a little 
later. 

MAJOR Lipset: He has given you a very fair and 


careful estimate, you sée. 


LR. PLOTKINS: Well, I am going to question, Mr. 
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Woolley, a little further on that. 

THa CHATRMAN : | He does not know and he says he 
does not know; now, Whatever answers you may exact....., 
Pa ye OLIN SS: Mousecy Mr. Chairman... ... 

THE CHALRMAN: tT know it is unfortunate that he 
does not know more but his experience is limited to the 
Ter ining end, asine. tells, us; and you must accept that. 
WR BE LOTR TS: My difficulty, Mr. Chairman, is 
UOmcCenececiIvesOc la Manet. Vie \nead of refining operations that 
ecb Aeerestad im the sccanomics of cost. 

THs CHAT Raat ¢ helo, apparently Ne is not. an 
executive and does nowheve to concern, himself with costs. 
eo Nnderstand at yum. Woolley. your,job.is to see that 
you do a first-class job of refining? 


A Theat 18 16. 


Q In the various refineries? 

A Yes. 

Q And there you begin and end? 

A I begin after the crude is delivered at the refinery. 
Q MR. PLOTKINS: We he Wt has nei Wo.) Woon Ley, 


which you have introduced to this Comaission, concerns 
itself with markets mainly, crude production and markets 
Oot reLined products? 

A Mr. Plotkins, that map was prepared beginning with a base, 
With 4 field mrice of crude, taken to our refineries, and 


the refined products taken out to the markets and that is 


all. 
oF True? 
A They are based on estimates of our requirements. 


But they reflect in refining conditions or refining costs 


the economics of production and market ing? 


We 
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Not ecomomics of production at 211. There is nothing in 
there about the economics of production, only the economics 
of manufacturing and distribution. 

Well, are not those lines drawn, based on costs of crude 
reLlecved 1m efficient production? 

Yes, .the cost of crude at the well. 

S0 you had to take somebody else's word for that? 

for the pcostsor production, yes: 

for the cost of crude? 

Yes, for the cost of production, I have ro knowledge of that, 
they are based on posted prices. 

Wel iwinen, ton cuhe;fother, hand, you have to weigh those costs 
Go mesial siivyour ea mes aAccurately. (to the best of your 
Knowledee, in the Lieht or cost “of transporting refined 
prodicus? 

Yes. 

ang that was sameéething else you had to go and find out 

from someone? 

Ves, “yes. 


wo Way SiroOutiaie,, Sendwyou, a reriner, here... ss. 


THE CHATREAN: Teo5 Vee .s onething that De Leng 
to” us’. 

ERLE LOCI 4 bvurs bard for mewto whnderstand: 
THE CHalRMAN: Quite so, but the fact remains 


that ir, Woolley is here and you cannotforce him to give 
information of something which he does not know. anything 
about. Now, perhaps. it would have been the part of 

Wisdom for the British American to bring someone who has a 
wider knowledgue, but they have not, so let us get down to 
this witness and do not ask him questinns about something he 


does not know anything about. 
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Mee SAW ae I think, Mr. Chairman, we hava 
produced a witness who has given very completely the 
information we were asked to give on very short notice. 

THE CHaIRMAN: Oh, quite so. We are not complain- 
ine a00ut 2r. Woolley. we Just say he has his limitations 

to speak for your company and he has himself expressed those 
limitations and there is no use of pursuing them beyond what 
he knows about, because the answers are Ot toy vo tue sand he 
questions take time, but, Mr. Plotkins, you can ask him 
about anything he knows about. 

Q MR. PLOTKINS: LOWVOU sia your) refining departneny, 
determine the question of shipping finished products from 
the east, when the economics actually warrant? 

A No, the accounting department does that. 

Zhe accounting department does that? 

A The accounting department takes into consideration the 
whole thing of transportation, costs of procucts, trans- 
portation, manufacturing costs. 

Q Would not the accounting department in turn be influenced 


by the management, so as to weigh not only the economics 


Orveny “OUnern factor Wiichima yi DE is... + 
A Would not the accounting department be influenced..... 
Q Would not the accounting department be guided or would ask 


if there are any other factors to be weighed »esides 
accounting and economics, of the management, before they 
would issue orders to your department to ship refined 
PrGcauccs Into’ The ag ni toba area’ 

A Would there be, you are asking me, would there by any other 
influences, any other..... 

& Factors? 

A Factors outside, that would establish that line besides 


Strictly the economics of it? 
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THE CHaTRMAN : We Will take it for granted, 

Mir. Woolley, whether you say so or not, that the exact 
policy of the cOmpany will be determined by the executive 
and not by yoursel f? 

That 4s rient. 

on. PLOTTING On Friday we were given the names 
of the subsidiaries of the British American Oil Company, are 
any other companies, are there any other companies which 
Pour Ne Onvaly OWkie uae Or (Controls (also. to be nut inte 
the record, such as Service station Equipment Conmnany, 

POR NOC COMDSIT tee) see's 

OW La Tot Know lenvtnineeboun that, Mp. rlotkins, 1 do not 
think Posy ane: DUG dO WoOd knows 

The Brivish) American croducing Commany maintains a permanent 
office and staff in Shelby, Montana, you know that? 

Yes, 1 understand they do. 

You are not in direct relation with them? 

Noni sit. 

were you when you were ship*ing crude from Cutbank into 
Alberta into your Alberta refineries? 

Through our production depar ‘ment,yes, they have an offtce 
at Shelby. 

At that time you were in relation with them? 

Yes. 

So that you know from the extent of your operations, what 
the conditions are or were in Montana? 

Wot the conditions in the field. I know the conditions 

me Cae et ViLer vi. 

You would sy on +he Conservation Boxurd's reparts, that, 
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the Montana Conservation Board's report, 1936, Cutbank 
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produced, by the way, I am going to file an Exhibit in that 
respect, the 1936, 1957 and 1938 production and shipments 
to Canada in percentages, and that will paint the picture, 


Mr. Frawley, will you put that in? 


MR. NOLAN: Who prepared this? 

MR. FRswLBy: The Montana Conservation Board. 
TH CHalRMAN: This is being produced? 

MR. FRAWLiY: A statement prepared by the O11 


Conservation Board of the State of Montana, this is a state- 

Mongo. Grude oll production, refining, storage, etc. in 

Montana, for the year 1936, 011 Conservation Board of the 

peave of Uontane. DL offer-t his, 

POP ea HAR VL is? Through this witness? 

be DRAALGY. ¢ Piece nt ere LO tk iS Ve ot Pema mg 

ie ae ne Coe) Commission fo accept it. 1 do not think 

foes anlyvoipe tO ao With =r. Noolley. 

THe CHAIRMAN : Tfsrthere any. dispute about it? 

PRe OaARWLy: ldo not: know. anything about 1% 

an I do not know whether ur. Woolley does either. 

TH: CHATRIMAN : Well, do you know anything about it? 
A I do not know anything about it. 

THE CHALR:AW: You can go on the witness stand 

yourself and put it in as a witness, Mr. Plotkins. 

MR. PLOTKINS: Right now? 

TH OH.LRMAN ¢ Yes, if you want to ask questions 


SDOUD Its 


whee bovedet en 


=r 


ERHOE N61 He renet. snetaek ent 2S) 


Shasainesy. gat od, atl Se ae 
cays . wo | a ve ih 


STH QAT Gt NT BEAL, 


yin Zend ae Eg eho a yO 4 le 4? 0? CS ts : : 
zs hes: Pa pope) fee Leee te ent 
Sig pcr ? Seite es OS, Sra Aba nn ai 7 
Pe 
: ‘ 
i? en ‘ % 
Oy Aaa fae { } 
- ets? 
y: : 
pg >t a i ee 
APE TC e “e oo Ae et 
Bee tte koe ot 1 - 
op me * i hae . . ey 
s ? > e 
caety os 
ae 
Ry 
*) +} a 
bs hs 
. 
ee ae ne ee eee 
ae ne +S. mies oe Ue el 
: , : 
an 
’ = , 
i f i | ee hs 
oer. wae at rea) " a34% Sey Be 
ca” = Zz fs 
a é ty; [ ~ - .) 
an AG £) ¢ ge: eee 4 
Ren, Be tne 
. 
i 
Oy 2 of ae ~ 
PTOI BASF aa 
yy . die 
j a = 


SEAT Sp 
a 
i: 
ae 

: | . 
ees. ri : \ e¥ ’ : ; ‘ 

4 7A 4%, § ‘ i | 
_«< Sei dle Sey ESS ae ' 


tes c At r i ] Pf , 
ee Fd. ee 

i) yi) me, i dk ; t ra hey en! neh 

ray ny : P 4 . on i he a Some a. “ vi. ay 


% tr , + = Uae * 
ee * 4 .) & tee ee ae ee hie 
Dats i 20 ; P 


& | 

; CI Ke) aA 
aw ea 
ane Ye anys 


é The 
: A. 
. jee. Be 
f ‘ 
, & 
i 
- 


tia Los 


é~ 


b> 


ap) 


Plotkins. -4300- 


LAOW L. ELOTKINS, having been recalled, 
exallined by Mr. Frawley, said: 
MR. FRAWLEY: rroduce them and sav what they are. 
THe CHalRuaéN: Cohecve (sti bun der da bh, whi , 
tlotkins? 
Yes, Mr. Chairman. 
All right. 
Il am producing @ printed statement of the crude oil pro- 
duction, refining, storage, etc. in Montana for the year 
19356, issued by the Oj] Conservation Borrd of the 
State of montana. 


(DOCUMENT PRODUCED HERE 
MARKED AS EXHIBIT "167".) 


WITNESS: uet me see it. yes, I guess they 

are both necessary. 

MR. FRAWLLY: There are two s-eéets to Exhibit 

HAS oa habe 

PeGalse one is difrerent, 1 gives a comparison which the 

year 1936 does not. 

What does it purport to be? 

it pursorts to be a statement of crude oil production, 

Siolere, teniai oe, yc, for the year Lode. 

Issued by? 

Issued by the Oil Conservation Borrd of the State of siontana, 

and then the statement of crude oil production, refining, 

storage, etc. in Montana, comparison of the year 1958 with 

the year 1937, issued by the 011 Sonservatvion Board of ‘he 

State of Montana, showing not only production but shipments 

to Canada in relation to the whole, I have one for 1937 also. 
(DOCUMENT RLFERRING TO 19338 


HuRG MARKED AS EYHIBI? 
"166". ) 
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WITNESS : I cannot lay my hand on it, you 


will have to accept the statements shown on the 1938 
statement, showing the 1937 figures. 
THE CHAT RMAN: men you want to ask more 
questions about it, Mr. Plotkins? 
Oh, PLOTRINS: Yes, 
THE CHATRMAN: Now, do not spend time asking 
about this if the witness says he does not know anything 
about it. 
Pie © LTR To: 2am poing to ask him in view of 
these statements if these sonditions, what would he say 
that the conditions are to be so far as his company is 
Oi oeermed,) So far AS refining in Caleary and Regina i8 
conaerned. 
TH: OH»aAlTRMAN: ell right. 

VER CAOAE RL EA ae 

LeROY SDWARD WOOLLEY, having been reoalled, 

examined by Mr. Plotkins, said: 
MR. © LOTKING: You would know at least, we can 


SStaolish. LU yew sss 6 


TH: CHALRMAN: Just refer him to whatever you 
want. 
WR. i. LOTKIUS: i show you the statement for 1956, 


ear t "167". you will firid there that the Conservation 
Board reports the total production for that field of 
3,392,440 barrels for Cutbank field, Cutbank field, total 
production produced during the year 1936, this figure? 
Yes. 

And you will see the shipments to Canada tnere for the 
Cutbank field? 


Yes. 
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Gy A? 2,720,467 barrels, were shipped to Western Canada, 
VEALoITS tne correct Tipure, As it. not? 


A Shipped to where? 


Q Shissed to Western Canada? 
A To Canada, 2t says here, where does it say, Western Canada? 
Q To Canada? | 
Yes. 
y You have no knowledge of any tiontana crude goim further 


than Western Canada? 

A No, I thought there was another figure here. 

Q Beg pardon? 

A I thought probably there was another figure you were 
rocco ee OL ums lhe cne One) you meen here? 

Q Yes? 

A 2,720,467. 
Shipped to Canada, that is the official statement of the 
amount Which was shipped? 

a esi. 

CQ, That revresents 82% of the total production, 1 suppose you 
will accept my word for that? 

A All right. ! 

a Roughly 82% or an average of 7,453 barrels out of a total 
of 9,130 barrels daily production for the Cutbank field, 
were shipped to “estern Canada? 
MaJOR LIPS=TT: Have you that Dpeure right, jis) Le 
nine thous-nd? | 
HMR. PLOTKINS : 9,150 is the average dally 
production based on 3,332,440 barrels. 

5 He is telling us that, “1t is not on “here. 


In the 1937 and 1938 statements, the 1937 and 1938 statement 


> 


shows the daily production butthis one is no* quite as 


complete, in 1937? 
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You have the 1937 statement there? 
THE CHaLlRii AN s 
Po relerm The witness to and let us get on to what you 


really want to ask him. 


eG) Goeverarey tie) caivments tO. Canada, the total. and. the 


daily average? 

Yes. 

POP OS e ued Liem. you have 1935S on top, and 1, Will iask 
YOu eboul that? 

Yes « 

TG leo a ne Cutbenk Tield eroduced 35,367,462 barrels? 
ec. 

Vl Vue G96 eo Darreis were ‘ship ed to western Cana 
Chet 1S wey 

Orr) out So or ye mtotat production or.an average of... 
MR. HakVli: Let him answer. 

MR. PLOTKIMNS: Latha, rient: 

That, Ss right, 

Or an average of 4,647 barrels out of a total off 9,22 
barrels daily production, were shipped to Canada, those 
are the Tigures, there? 

Veep tee caie pre nt i OSG: 

THE CHAIRMAN: 4600.07 46.,000% 


4600. 


ug), 4h Lae In 1938 the Cutbank field produced 


PeOOUgouL Darrel st 

Phew Ae rient. 

Of which 221,049 were shined to Canada, that is quite 
bie peducetion, 221,049 were shipped to Western Canada? 


Yes. 


Point out the figures you want 


- 1937 there is the Cutbank production, the daily average, 


da? 
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é- 


oP or 


Or 605 barrels daily,, or representing less than 8% of the 
totak  eroducti san ? 

iat Ps: rpc. 

Now, you would know through your Calgary office that the 
Cutbank producers have replaced the last of the markets 

and are now taking care of 92%, as the figures would tnd Leane. 
of their 1938 production, they have erected their own 
PeTineries ana Gone their own marketing, and that difference 
between 1067 and ’i9S58iproduction, roughly is, 537,000 

barrels, Will be more than absorbed by the New Glacier 


Prod@iuction Company. 


MR. HaRVIE: is this a statement? 
MR. PLODR INS? i am going to ask him). quest ion 


try teu of) Those fects, sO jis 1% possible to, bring in any 
Quentity oficrude from Cutbank? 

We Oneoe Plovki as, don't know anything about theyf teld, 
the extent of it, or anything at all about that, and ¥o 
Deep the eoeds tons in the states (amy still askpmesy 

ie (ie Werade der still available here, I am not in a postion 
to. answer that. 

well, in the abstract, you are in a position to answer it? 


NO, I do not know anything about the Montana field or the 


3 
refining business over in ilontana or in the States. 

MR. PRAWLiY : And you do notwexpect any importa=- 
tions in 1939 from Montana to Western Canada? 

WMRe HaRVia: To his {company 

To my company. 

Yes? 


Wie have not considered any, I have answered that. 


MR. FRAWIEY: Yes, long ago. 
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MRe .PLOLKINS : bs you Know if you have sold all of 
Yours 9eLiee Ta cilities or snartuot ’t hem? 

Thatowe have sold it? 

Yes? 

Lao, mob Know; 

well, have you any information on that? 

No, I have no information on production or pipeline trans- 
portation in the States, I do not know anything about it. 
If I suggest to you that that is one of the reasons why 
your cOmpany do not consider the importation of Cutbank 
crude into the Regina refinery? 

IT would not answer you. 

You would not know? 

LT would not know. 

Hete 2S vometniag you might be able. to tell us, if the 
MOCeSsS. vy arose tO lagain “Operate the Coutts refinery... you 
Coulee er PO secur oOn, your refinery department, to 
rerining “On a customs basis for the Imperial Oil as weld 
as 1oV yourselves at Coutts? 

Mh. HanVii: The » e@videnee 1s thetyve is 
Grcmentiine the Coutts refinery. 

Rs) PLOTKINGs Dismantling, is. this your 
evidence, Mr. Woolley? 

MR. HaRVIS: That was his evidence. 

Yes, we are dismantling the refinery. 

Would you qualify that so that the Commiss fon Will bein a 
position to know what exactly is the position at Coutts, 
because it may affect the amount of crude which is going 
to be shipped out of Turner Valley through this pipeline, 
is it mt a fact that you have only dismentled the cracking 


units? 


No. we have taken same parts of the plant out, there are 
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some parts of the cracking plant and some parts of the 
tankage, some of the tankage, some lines, anything that 
we have had use for we have taken out of there. 

Well, can vou say definitely? 

That plant has heen under the process of dismantling 


ince last Summer, 


16) 


Nould you say that at the oresent time if your. conoany 
found itself ina position this Fall where there was a 

DLE crop and the Lacilities were such that you anticipated 
trouble in supplying the market, that your company would 
not be in a.position to make a minor addition to the Coutts 
refinary and operate it as a topping plant? 

Yes, it could be very easily operated as a topping plant 


to-day. 


(rage 4307 follows.) 
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& And the procedure from the refining standpoint would be 


to top the natural products: and ship the bottoms to 
your Calgary refinery for further processing? 
A That may be done. 
Q Is not that what you have been doing in respect of your 
Calgary Bell kKefinery operations? 
Calzary Bell Kefinery operations? 
Yesr 


Shipping to Calgary® 


ZS b> p> & 


No, topping in the Calgary Bell Refinery and shipping 
the bottoms or the reduced crude to your lioose Jaw 
refinery? 

A That is right. 

©o the same thing is economically sound to do from Coutts, 

if you operate your Coutts plant as a topping plant? 

& If the emergency arises, the occasion arises, yes, you 
could do that. It has been done. ‘ve did it last year, 
if that is what you are asking. 

Q So your Coutts Refinery is capable of topoing how many 
barrels of crude daily? 

f None at all today. ‘.e could build it up to anything we 


wanted to. 


Q I mean the present capacity, just adding the lines and 
a fev tanks you may have taken away? 

4 3500 barrels a day > 

So that you could supply your market and the imperial 


market in the Southern end of the Province with topped 
products from your Coutts topping plant, and affect not 
only the Southern Alberte market, but the Regina market 
and the Manitoba market by shipping approximately 60% 


of thet 3500 barrels that you would reduce in your Coutts 
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plant to the other markets? 

Yes. 

And to that extent you could reduce - your Company as a 
matter of policy could reduce to the extent of 3500 
barrels the amount of crude that would come out of 
Turner Valiey through this pipe line? 

O11 if we should do that, yes it would. 

That is all I want. That is within your province to 
answer these guestions? 

Yes. 

“as such an arrangement carried out witna the Imperial Oil 
in the Fell of 1988 with respect to the operations at 
Coutts’ 

Noe 

You refined for yourselves only? 

Theat,is right. 

You will agree that would be one oth:r method of reducing 
the amount of crude that wovld be taken out of the Turner 
VatEey oreld s20you operated your Coutts, refinery, if you 
saw fit to do so? 

Yes, that would be one way if we saw fit. 

TH CHAIRMAN: fe I understand the witness 
he does not anticipate that will be done, however. 

You do not anticipate that wiil be done® 

No, we do not. 

Ma. PLROTKINS: That is not within your 
Provines to decide is it’ 

ves, 26 tS possible to do it. 


I mean is it within your province as General Refining 


Supcrintendent? 


To decide whether it would be done or not? 


me! é v 


a S20) PRS OAD oF 


+ _ - i ; 
Pe Rete Pees) gee oe 


T-2 


xs) 

Leselioolleye -4309- 

(3 Yes? 

A No, not within my province. lt is a matter of the policy 
of the company, something that would have to be worked 
Out. 

Q Coming back to your map, what method of calculation 
did you use in determining the eomparative values between 
Hast Texas and Yurner Valley crude for your map figures? 

A Comparative values? 

9 Yes? ‘hat weights did you give to the different factors‘ 

4A Ve gave the posted price for a barrel of each kind of 
erudce ond onch and covery operition. 

Q You took into consideration the freight, the laid down 
cost of each barrel of crude* 

b Yes, certainly. 

& But when it came to determining the marketing lines - 
as far as crude was concerned, you were on solid ground. 
You say 2n effect through your map, crude is worth in 
sast Texas so much and it costs so much to lay it down 
in Poronto. Crude is worth so much in Turner Valley 
and costs so much to lay it down in Moose Jaw. So far 
we are on solid ground. But when it comes to determining 
the lines on that map as to marketing areas, I have 
assumed you have used the refined products' market 
areas as a basis for your shipment? 

4 Most certainly. 

@ When you come to thet whet basis did you use? 

A “hen you come to what? 

Q Came to determining the areas into which you could ship 


your refined »roducts. ‘e are no longer concerned with 


crude or crude prices ‘se are now concerned with the 
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economics of the distributing refined products from your 
Moose Jay refinery and from your Toronto refinery. ‘i:hat 
were the factors that you used? 

wie factors are taken into consideration, wr. Plotkins, 

in arriving at the dividing line between the two shipments. 
You start with your crude in Turner Valley and transport 

it to your refinery, manufacture your progacts and ship 

it to the itlast. 

Wanufecture your product% and ship it to the East* 

Bil these factors are taken into consideration. The 
quality of the erude, your yields and your costs and 
everything, It is all based on a cost basis and the 
dividing line bet een the two comes at this point in 
Manitoba. 

20 that you say in effect you have taken the yields 

and the prices in order to weigh the dividing point? 
iet.is right, yes, 
Between the dgast and “est? 
Yes. 

You tell us then that your mep is based not only on the 
economies of crude oil and refining, but on prices? 

Of transportetion. Not of prices. Price has got 
nothing to do with it. You are talking about market 
prices now. It has not anything to do with it. 

Me eoik Lam Asking... 

Voy that hes not anvthing to do with it. 

Your market price. in other words the reigning price 
prevailing in any one point in that territory has no 
effect whatever on determining the dividing line’ 
POncont 


Bll you are concerned with is transportation costs on your 
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refined products? 

4 No, all we are conceraed with is the cost of crude, the 
Pee ABB Ee LT OY and “your refining costs. 

Q But onee you have assumed you can use so much Tumer 
Valley in your Moose Jaw Refinery, and on the other side, 
Toronto, you have So much you are going to buy so much 
erude to su ly so much market! 

A Yes. 

Q In order to determine accurately and base your knowledge 
on hos far and to what point each refinery will ship 
you then have to reduce the cost of bringing a barrel 
of crude down to that point and you have auded the cost 
of refining and the cost of transportation to a particular 
point and weighed one against the other? 

v3) Yes. 

Q anc the problems of crude oil vi lus insof.r is they <ffsct 
the B.A. Oil as against Imperial Oil operations in Regina 
wo’ d not necessarily be the same? 

4 No, I Would Noy say so. 

Q Because the factors of yields and markets‘ 

f Yes. 

G Would affect each position? 

A Fheir line would not necessarily come to where ours does. 

& Ve come to a point where you sey crude is worth 1.30 


for lioose Jaw’ 

A hope rrdia non think it was worth tiet.” 2 sala that is 
what we are paying for it, 

Q I know, but that is wh t you say in effect when you buy 


it at that and transport it and you weigh one against 


the other? 


4 Yess. 
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Vhat I am trying to bring out and ask you to give us the 
benefit of your knowledge is this, when you decide the 
amount of crude that you will buy in Turner Valley as 
against the amount of crude that you will buy in East 
Texes, you have taken into corsideration the factors of 
costs and refining and shipping that are not on the same 
scale or the same factors as whet the Imperial would 

use? 

That is right. 

Met. is; right. 

Yes sir. 

So that you might find yourself in conflict as to the 
value of the crude to you, for your total vest Canadian 
operations? 

I. say it) is. not the value. Our line is not bas®d on 

the; value of crude. That has nothing to do with it. 

Zt is based on what we have to pay for crude. 

You say so far as your refining department is concerned 
it has not anything to do with it% 

That is what I hope you are talking of, the cost of crude, 
the cost through the refinery. 

I was going to ask you whether or not these other factors 
have not to be weighed by your vompany when they finally 
agree with the Imperial Oil for a certain price?’ 

I never said anything like that. 

1.did. not say you did. But these maps of yours have to 
be read with those factors in mind. 

Ml. HARVIE: They do not have to be reed 
with any Imperial Oil figures. 

Die eras ¢ Put it another way. You 


Sey we can buy so much crude oil in Turner Valley. You 
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say the reason we can buy so much crude oil in Turner 
Valley, and we won't buy that oil in Turner Valley but 
will buy that amount in sast Texas instead of Turner Valley 
is because our conditions, the B.4., conditions of refining 
and through put and volume which affects your costs in the 
Moose Jaw refinery as against the Imperial, which may be 
processes three or four times as much, and would have a 
BOViOr CGeu Gh PrOguGLion., and also in the light of the 
markets you might have in certain districts that the 
Imperial might not have, so that your cost to ship to 
your market Would be different, in other words your 
refinery ccsts may be lower or higher and your marketing 
Cos timay be lower or higher, but when the question of the 
pipe line price has to be set in Turner Valley do you 
say that your company is not interested in the pipe line 
price but just merely acquiesces to the Imperial price? 
Just tickled to death to follow? 
4 Peso veme rol anterceted in the pipe line price as itong 
fete eee price, area sonable price. 


You have something to sty about whether it is or not? 


SD 


+ 


A “6 are not finencially interested in it. It won't change 
our costs any. 

Q Nowa yoursey as. lone as it is a fair price. Vell now, 
you are one that is coing to deteraine whether it is a 
fain price, or not, not the Imperial, insofar as your 
operations are concerned. 

Ir. HARVIS: " think the Commission 
are going to do that*% 

v) Yes, I vas going to suggest thet was what they are 
determining on here. ‘Je are not determining it, I mean 


the British American. 
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ik. PLOTEINS : Now in order to make these 
Maps you have based yourself on the 1958 operations. 
If in 1938 the situation erose where the Imperial said 
mre are going to, post ,~isS0 price instead of 41.30", 
would your company follow, or would it not make attempts 
to make representations to the Imperial to consider 
your position? 

A I do not know anything about that. That has nothing 
to do with the refinery. 

Q It has something to do with arriving at the figures on 
that map? 

b You are trying to get back to setting the price of crude, 
& thing which [— know nothing abouts In making that map 
I started out with the posted price in Turner Valley and 
bast Texes, and set up an economic dividing line between 
the two crudes in the two fields. I have not attempted 
Vo sxplain the cost of crude or the cost of producing 
orude or the cost of transporting it through a pipe 
Line or anything like that. it is just the prices what 
we are paying for the products we are using. 


But you have atte ipted to show to this Commission the 


ey 


economic dividing line for the shipment of refined 
products? 

A Yes; J have attempted - I heve done that and we are giving 
you the details of the calculation to show how that is 
arrived at. 

Q The details of the calculation. ‘.here are they? 
bee eae tenes. Exit 6 : This man did not do them. 

A PP vyouvare. trying to find whether thet, tayin the right 
place or not, i cannot do that, 


Q Mi. PLOTAIVS $ Iam trying to determine 
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whether your market calculations accurately reflect all 
the factors? 

All the factors? Yes, it does. They are all taken 
into consideration in setting that. 

That is what you say are all the factors, but I may 
discover other factors? 

You may discover them. 

WE. = =6FRAYLAY: They are not here. 

ie ERO LRL IES These figures that you 
are going to give us*so as to check the accuracy of 
these dividing lines, are they going to include the 
products that you manufacture from that amount of 

crude and the costs, averege or otherwise, of the 
transporting of the refined products to the various 
markets? 

i imagine all the factors will be in that calculation. 
But you do agres that the eae cent OL een 
Of Tureaer vaiitey crude in your Moose’ Jaw refinery, an 
economic value to your company, are not necessarily the 
same as the final results of a barrel of crude to the 
iMpe mie (011 in-their regina refinery? 

No. They would not necessarily be the same because you 
have two varying factors in there. One is the difference 
in transportation. The distance Moose Jaw is closer 

to Calgary than is Regina. There is a difference in 
freight, a &light difference’ 

Yes. 

And two different refineries, of course, never operate 
exactly the same. Your costs would differ. 

The costs are different due to different sizes? 


Meat te another factor that is :to be taken into 
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considere tion. 

Q So if the Imperial had a lower cost they could resch 
further Jast*? 

bh Not necessarily because they might have a lower cost 
at the other end too, to balance that. 

i) Tey Mient heave ae, lower cost at the other end ‘too? Yes, 
that is true. You say that your company makes no attempt 
to equalize these differences in values insofar as Turner 
Valley crude is concerned, that we have just gone into‘ 

A ‘That our compahy makes no attenpt? I do not know 
whether tuey make an attempt or not. 

ei You Ao not know? 

A lo, I do not know whether they mace an attempt. 

G What would you say the advantage is that would be deriyeéa 
by the B.A. Gompany in purchasing its requirements at the 
prevailing posted field prices for Turner Valley crude 
and supplying thet crude to the Imperial for custom 
refining instead of you allowing the Imperial to supply 
yVourthts,crude. ihat advantage would) there» bes 

4 No advantage. 

Q ho advantage’ 

4 i @onnot see it. 

Q “ell what would be the reason for them doing It in that 
particular way? 

Lise Via: Is there any evidence that 
they have, any suggestion that they have? 

q DP oP W CLT mee . No. Iam wanting to find 
out the reason. There is a reason. 

A Maybe I do not understend what you are talking about. 

q Well the British American, your sompany* 

4 Yes. 
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Q Your refining division could have just as well gone 

to the Imperial and said "Now we want so much products 
for our Calgary territory and you sell us the crude at 
‘the same price as we could buy it for, namely the pipe 
F206 price,’ 6ne posted field price, and charge us so 
much for refining a barrel and we will take the product." 
They could have done that just as well as you going out 
in the Valley and making commitments and investing money 
ana done a lot of things in Turner Velley in order to get 
some erude to supply the Imperial, which already had the 
erude? 

A Pwouvvece tiere ere dozens of ‘things that nee ha.ve 
done. I do not know why they were not all done instead 
Of Gils oe’. 

Q You do not know the reason for that particular technique? 

4 Toe 


inet 1s eal, thank you. 


i>) 


THS CHALRMA: Any more questions? 
& tore Sas boy: Your Company is now 
paying the posted field price in Turner Valley for crude 
‘a erg 
Yes. 

ae ic ; 

They are paying 91.20 for 4%. to 43.9 gravity? 
L think that is correct. 


That is the posted field price? 


eo Be oe he 


Yes. 

Q Now what you are saying in answer to -r. Plotkins is 
that it may be thet particular erude when you get it 
to Moose Jaw is of greater value to you than the same 
crude is to the Imperial at its negina Refinery? 


A No, I said it may or it may not be, because of two varying 
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Q If it should be determined it were of greater value 
Towyou andsyou could do more With it, due to a Little 
better refining tecnnigue or whatever the reason may 
be; is it fair to suggest or quite impractical to 
Suggest to you that you should pay more for it at the 
well head in Turner Valley‘ 

4 Mo, I do not see that has anything to do with it, Mt. 
Frawley. My-point is this, that in moving the crude 
from Turner Valley through 40 Loose Jaw, refining there 
and setting our dividing line, balaneing that off with 
Bast Texas, we get a line at a certain place. Now the 
Imperial Oil has got a different calculation entirely. 
They heave different freigit retes to Regina, a different 
refinery in which the products are made, and they are 
balancing theirs with a calculation at Sarnia, shipments 
from ivarnia. So that the dividing line may not hecessarily 
come to the same place. 

Q I am not talking at the moment about that. Let us forget 
about moving your Illihois crude or moving the ast 
Texas crude into Mestern Canada. Let us go pack say 
@ Gouplo of years. I am talking about the posted price 
in Turner Valley. The Imperial posts it? 

A Yes. 

Q The Imperial has posted this price? 

4 Yes. 

Q And your Gompany simply follows suit* 

A ¥esivg 

Q I say if you will assume with me that that eruce you buy 
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for 1.20 - that the Imperial posts- and you take it 
over to iopose Jaw? 

A Jet us assume we do. 

Q Yes. You take it to Moose Jaw and you have a certain 
marke¢% to ship it to through your refinery operation 
whieh 18 such and such. You move it Vest a little bit 
fron Moose Jav' and ast a little bit from Moose Jaw, and 
have what is normally the Moose Jaw territory? 

4 Yes. 

4) The Imperial moves its erude to Regina and it ships 
some est, backs up some of it, the refined products, 
and somie go uast and they have a normal Regina territory? 

4 Yes. 

Q Assuming you have better operation. than they have, and 


the value of that crude - after Mr. Bronsdonnhasrworkdd 
Posi wis wloronto, office, is worth more to you, than 
@ comparatle figure of the Imperial Oil. Assume that. 
now is there any reason at all why you should pay more 
for it - that is all I say, at the well: 

A No, I do not see why- 

A it is of greeter value to you, on my assumption, than 
it, bs. to the Llmperial OLL?: That wis no reason why you 


Bhoulrc fail to take advantage of the Imperial Oil price? 


4 I do not see why it should be of great:r value. 

oe IL say assuming it was of greater value to you? 

A Assuming it is of greater value. 

Q Yes? 

4 Yes. 

Q New is there any reason why you should do anytiing 


except follow the posted price’ 


4 If it is of greater value to us; then you could also 
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assume that we might pay more for it. 


Gh. ‘ny should you -*why in the world pay more for it? 
4 No. ‘611 1 say you are assuming all these things. 
C yam assuming it is of greater value to you than to 


the Imperial ‘shy should you pay any more for it? 


4 No, there is no reason. 
Q None at all. You put this in your pocket? 


A Yeas, certainly. 

Q I am endeavouring to get at this question of whether 
anywhere in the viorld different refineries do anything 
with this daily posted price? 

A Vell they sometimes buy at lower prices and sometimes 
they vay a premiun. 

C Do they sometimes go out and say to the producer - 
would it be an unthinkable thing that the British American 
should go out to the producers and say " ‘jell we are 


Foihe to pay you more. “ec are going to post a new price." 


A o> we do not do that only when there is a shortage of 
Crude. 

Ci Just when there is a shortage of cruder 

A YesSe 

Q But in case you have a more profitable refining operation’ 

& Noe 

Q You never do it on that account’ 

& Only because there is a shortage of crude. 

Q If the Imperisl has given you a umbrella you are glad 


to be under it’ 


A ineroyis wie ht’. 
THY: CHALE: Any questions ir. Nolan? 


PeoNOLAT: No, my Lord. 
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O Bone Nay Uhlig Has it ever been 
discussed by your compehyv or your company in conjunction 
with the Imperial..... 

Pie OCUATIMANY 4° I do not hear you very 
well. 

O MeohOLB * Has it ever been discussed 
by your Gompany, or your Company in conjunction with 
the Imperial that the Railways might not be peyond 
considering a reduction in the existing freight rates 
eastward from Negina to ‘VVinnipeg, in which event this 
picture then might be somewhat changed‘? 

A I have not hearc any discussions on it. 

Q It will probably be news to you that the evidence given 


by Mr. MeGrath, he repeatedly referr:d to whet the 
producers would have to do with reference to a cut in 
Turner Valley posted price. Before such a definite 
Opinion is confirmed by you would it not be reasonable 
to assume that the estern major refining companies ana 
the producers might best serve their combined interests 
by saying to’ the railways "’e need your help in keeping 
the imported oil out of the Western Canadian market, 
the naturel outlet for the Turner Valley crude," and 
suggest that the freight rates be reduced On erude 
and finished products sufficiently so that from Regina 
#ast to Winnipeg it will be at least possible to lay 
down Turner Valley erude to equal the cost of illinois 
or Mid-Continent in Manitoba. In other words not just 
Single out the Alberta produsers to take the loss 

until other avenues of relief might have been fully 


gone into. 


THE CHAIRMAN: That probably is long 
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enough for one question. 

You are asking me, as I understand it,now, whether I 
Considered whether it would be good policy for the 
producers and the refiners to ask the railroads to 

do that? 

Hee uKOLses Correct. 

I do not know, ~ I had not given that thought until you 
brought the question up. I have not heard any discussion 
about it. I did not read Mr. lieGrath's evidence. 

I do not know anything about the duecueaion that vas 
going on. 

I mentioned the possibilities of the railvays'assistence 
for the reason that when Sir edward Beatty was last in 
Calgary he said to a committee of the Producers' 4ssociation 
"The railways of this country will not be guilty of making 
the same mistake of the railways in the United States 

by refusing to instal, if possible, economical rates for 
the movement of oil in an endeavour to keep the pipe Lines 
from being; necessary." I do not know whether you knew 
that or not? 

PO, tle A SMOG 

That is why I am trying to connect the railways in with 
the refiners and producers? 


Yes, I see. 
Then do you agree it would be unreasonable to assume 


that when the Illinois and Mid-Continent threat is properly 


explained to the railways by the ‘Yestern refiners and the 


producers, that the railways would not make every effort 


to esteblish a proper rate,- Regina to the Manitoba points, 
if for no other reason other than to discourage the 


thought of a pipe line being thrown across the Prairies 
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and thereby taking away forever in the ‘fest from the 
railway the tremendous oil haulage. That would be 
reasonable, I presume, would it not, to assume that 
the railways would give us every consideration? 

I think that would be something for the railroads to 
consider, yes. 

And the refineries and producers? 

Yes sir. | 

They are all in the same position? 

Yes sir. 

It would be a fact that the pipe line would create a 
permanent loss of revenue to them and to the Canadian 
people as well as making good the suggestion in the 
past to co-cperate with the producers in the matter of 
transporting their products to the advantage of all 
Concerned. That is the reason I am bringing this up. 

I happen to know that they do want to work in harmony 
with us all. At the same Sime we are overlooking one 
point, when discussing cuts, that the producer is perhaps 
not the only one of us that are sonnected with the sale 
of oil and the production of o13, that may be concerned 
ina cute Do you not think that the railways are awake 
tTo.tne fact that, if. ae pipe-line were built across, the 
prairies to ‘;innipes that the transportation rates ona 
barrel ae at Manitoba points could be much less 
than the existing Calgary to Manitoba freight rate? 

JO you think they are familiar with the fact there is 

@é big reduction in pipe line transportation as compared 
to freight rates? 

Yell there always is. It is cheaper. I do not know 


whether - they must be aware of that. 
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You do not think it is necessary for us to remind 


£3 


them of that fact, because they know. They had it 
in the otates.-. Don’t you think we Should...... 

A *@ll 1 do not know. YOu have been thinking about 
this. This is a suggestion you are putting to me and asking 
me whether I agree with your suggestion. 

Q, No, I particularly want to bring this question out, 

I do not know whether it has been discussed or not? 

A I have not heard ahything about it, no. I have not 
nearc- a thine about it. if have not given it a thought. 

Q Then do you not think if the railweys did give consider- 
ation to the extansion of the existing special rates, 
Calgary to Regina, and applying a comparable low tariff 
from Regina to Manitoba, that sufficient reducticn would 
be made to permit the entire prairie market being retained 
for the Alberta producers, which would mean retaining 
the 6xistinge posted pricesr If we could get them to 
give that consideration’ 

4 You are asking me if I think we could get them to give 
consideration? 

Yes? 
I do not know, I am not in a position to know. 

Q Well you think before any statement is made by the refiners 
that the producers must take a cut in order to retain 
the existing field prices that. some weight might be 
given to a get-together of us ail. Do you nov think 
that might work? In other words, we have points to 
bring it to their attention the fact of the pipe line 
being a possibility..... 

A You are asking if, before we change our assignments or 


anything like that, that consideration be given to 
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the freight... 
Q The railways are a part of our business? 
L Yes, I think that should be done. 


THi CHAIRMAN: ama As I understand what 
you are saying, Mr. Kolb, is a reduction in railway 
freight rates would permit of the Turner Valley oil 
going further sast? 

fhat is if they would 
give a low rate going Rast and a high rete coming 
West, that is the onby way you could change that. If 
they would do such a thing as that. | 
MR. KOLB: The thought of putting 
in nipe line transportation from ‘Jinnipeg to Fort 
William is quite different tign putting in pipe line 
transportation from here to !sinnipeg. There are points 
all along the road to distribute. 
As I understand it your proposition is to request the 
railroads to change their rates from Regina, railway 
rates on finished products? 
Yes? 
Is that right* 
Yes, thet is right‘ 
Going fast, to change the rates, lower the rates going 
Gast and keep them high coming west. 
That is right? 
So thet you will set your line back’ 
That is right? 
Well I do not know. 
Is it not worth us all considering? 
I really do not know anything about the transportation 


problems of whether they would do such a thing as that 
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or not. 

Mito COMMISSIONSR LIPSATT: Have you, Mr. Woolley, 
given any consideration at all to the question of 

how much of a reduction would be necessary to put 

your "A" line either to the Hast of Vinnipeg or down 

to Fort ‘Jilliam? I mean you fix it at the present "a" 
line? You fix that on the basis of the present freight 
rates, I take it? 

May I have a look at that map again? 

Les? 

Well it is pretty hard to say. No, I have not given 
that consideration,. to answer your question now. 

It could be figured out quite easily. 

And I wondered if, without putting you to perhaps a 
little beyond our Inquiry, but it would stabilize the 
pipe line through put if it were possible to get this 
Turner Valley refined product down say to the Ontario 
boundary? 

Yes. 

Or even further Jast if that was possible? 

Yes. 

And with your prectical knowledge you might possibly 

be able to give us an estimate of what would be necessary 
in a reduction, either in freight rates or in erude oil 
or in the pipe line - they might all contribute possibly 
a little - to send Turner Valley eorude further #ast? 
What you want to know is what reduction would have to 
come here to meet, we will sey, sastenn crude, Illinois 
or Hast Texas crude at the Ontario boundary’ 


Something Like that? 
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A I. can have calculations of that kind made out. 

G If it was not too much trouble? 

A And give you an estimate of that. 

Q It might be helpful to everybody. 
THR CHL TRMAN: Yes, and when? 
Mie HARVIS: I wrulad be glad to have 
that dons. I presume you would not wish to hold Mr. 
Woolley here while that is being done. ‘Je will. file 
it afterwards. That will have to be done in Toronto? 

A Yes. It might take a week or longer. I do not know 

._ how long it would take. 

Q sre you capable of doing that here with the. information 
I have? 

A If you want a rough estimate we might get it in a short 

| time, but if you want a careful calculation. 

-..v.Wili Nave to be done. in the Yoronto office? 

& xes. 
WR. GARVIs: I am asked to have that 
Supplied, is that.right? 
THi CHAIRMAN: ‘Yell there is the question 
of time. ‘We are not going to delay this thing indefin-~ 
itely. 
iTR.HARVIE: Mr. ioolley says a rough 
estimate can be made reszsonably quickly, but an accurate 
estimate it would take a week or so. 
THE CHAIRMAN: Well we will take it 
rough. | 

Q WR. FRAWLEY: iir. woolley, we have heard 


of the freight rates on refined products moving from 
Fort William est to ‘/innipeg and from your Regina 


refinery Hast to Winnipeg? 
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A Yes. 

Q I want to discuss with you the disadvantages in com- 
petition of keeping this ‘/innipeg market. Your map 
is based on what you move by water to Fort William anj 
by railway to Vinnipeg? 

b Yes sir. 

Q Your refined products would move from Moose Jaw to 
Winnipeg - that is fur the movement of Turnex Valley? 

A Yes. 

Q Now do you Know that the - take it from me that it 
is Mr. Woolley - that the freight rate from hiowse Jaw 
to Winnipeg is 60 cents a 100 pounds on finished goods? 

A Yes sir. 

Q And that is 398 miles? 

A 398 miles. #re you building up a calculation here? 

Q No, you can follow a few simple figures. 

THE CHAIRMAN: Is somebody going to 
prove this? 

Mite FRAWLEY: Yes, we will put in 
these freight rates. 

THE CHAIRMAN: All right. 

WA. FRAWLAY: The mileage from Moose 
Jaw to Winnipeg is 398 miles, and the freight rate on 
finished products is 60 Hane a hundred? 

4 Yes sir. 

@ The mileage from Fort ‘illiam to ‘Vinnipeg is 444 miles? 

A Yes. 

Q And the freight rate on finished goods is 50 cents? 

A 50 cents? | 

Q 50 sents? 

A Yes sir. 
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MRe GOMMISSIONGR LIPS#TT: “hat is the mileage: 
MR. FRAWLEY: 434 miles. In other 


words if you will follow this percentage calculation, 
92% mileage for 20% more freight. That is about right 
is it? The Moose Jaw to Winnipeg mileage is 92% of 
the other, and the additional freight that you pay is 
20%. In other words, you run 92% of the mileage and 
you pay 20% more freight? 

A Yes, I see that works out that way, end your suggestion 
is that they should equalize. 

Q If the freight rate were squalized, if Moose Jaw to 
Winnipeg was the same as Fort '‘jilliam to Winnipeg, 
that would be 46 cents? 


b Oh yes. 


Q Instead of 60 cents that you are now paying? 
A YeSe 
Q Now the importance of that I cell your attention to 


is this, that this is the particular freight rate 
which you would invoke and which it would be your 
privilege to invoke to get this Texas made gasoline 
into “Jinnipeg? 
A Yes, I see, 
Q That is the immediate importance of it to lir. Kolb 


and his people? 


A Yes, I get his point now. I understand. 

Q Now you did say to me, at least you said to somebody, 
you had given no thought to the question of a better 
freight rate on finished goods’ 

A NOe 


TH2 GHAIRMAN: While we gre at that 


subject, are we not concerned with how we get to Fort 
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iii: Poats do not run for nothing. “Uhet about 
that? | 

al MR. PRA GLioyYy: Cin you know, Mr. ‘oplley? 
Let me add that to the calculation. I[ oan £1Ve “you \- 
subject to proving it ~ I can give you the cargo rates 
on Sarnia to Fort ‘/illiam. Yours has to move from 
Toronto. Do you know, as a matter of fact, whether 
taere is a great deal of difference between the cergo 
rates from Toronto to Fort Villiam and from Sarnia to 
Fort ‘illiam? 

A It would be more but what it is I do not know. 

Q How do you ship? How does the British American get 


its finished goods from Toronto to Fort William? 


v2) From Montreel and the Toronto refineries. 

& Yes, I know, but what kind of boats, whose boats? 

v3) Our own boats. 

Q The Britamoil and Britamolene? 

A Yes sire: - 

Q And if I put it to you that the cost - the Imperial 
Oiif does the same thing? 

A Yes. 


Q Tt pet it to you that the cost per 100 - I Know the 
cost from Sarnia to Fort ‘iilliam is 5 cents a 100, 
and your cost you think might be a Shade more’ 

4A Well it would be. In fact it would be quite a bit 
more because we ship from Nontreal right through. 

‘ You ship from Montrzel to Fort william? 

A Yes, we ship from Montreal right through to Fort 


Villiam. Some of it goes from Toronto. 


THs CH&IRMAT: 411 that has been 
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Yes, sir. 

Migs COMMISSIONS LipssTT: Have you any knowledge, 
Mr. Woolley, as to whether it has ever been taken up 
with the railways, this apparent discrepancy or discrim- 
ination? 

No, I do not know that it has. I do not Know whether 
it has been taken up with ti:em or not. 

It seems quite a serious thing in considering the 
distance wast that Turner Valley can go? 

Yes. There is a good reason for making the request 
which has been suggested, yes sire 

On the surface it looks as if there was a very good 
reason? 

Yas. 

MR. FRALEY: I did not get the question 
you asked the witness. 

Mee COM:ISSIONER LIPSsTTs ir. woolley says that on 
the figures you show that there is a good reason for 
making a request to the railways with respect to this 
apparent discrepancy as botween the stast and ‘.estern 
freight rates. 

IR. FRALEY: That is why I put it to 
Mr. Yoolley. He is not the whole British American Oil 
Company, but I put it to you that your company as it 
is the person shipping and receiving the goods - and 

I may tell you that the Railway Companios seem to show 
a preferenoe when they are dealing with the people who 
actually have the goods to ship and receive ~ that is 
in the negotiations I have had with them - I suggest 
it is very much worth the while of your Company, con- 


cerned in the movemont of these goods, to ask the reilway: 
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companies to do something about this allegeA dis- 
criminaticn in the rates. 

THs CHALRIAN: A Bis you are. gotne into 
this you should notify the Railway Companies. 

VR. FRAVLY: I did that, Mr. Chairman, 


this morning. 


THE CHAIRMAN: They are entitled to ve 
heree 

MR. FRAVLEY: Waa: 

THs CHAIRMAN: At the moment it looks 


like strange freight rete making. They should be 
here before this Commission is invited to come to any 
conclusions or make any observatione concarning the 
freight rates. 

MR. “RAVLEY: I asked Mr. Clapperton 
about: it this morning. It is all my fault. He asked 
me when Mr.Cottle would be on and I told him this 


afternoon. But we have now gone into it with ir. 


VYoolley, 

THs CHAIRMAN: You will have to go into 
it agnin. 

Mi. NOLAN: Mr.Glapperton is not. the 


gentleman who is going to be heard from the Railroad 


Gomranies. 
MR. TRA'ULEY: No, but all I could do 
was to notify the Legal Department of the Railway 
Sompany and I felt that they would then look after 
matters for the Companye 

MR. NOLAN: One would think they 


should be invited to take part. 
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Lei. Joolley. 
MR. PRA LIY: | You mean the Railway 
Companies? 
Mi. NOLAN: Yes. 
MR. FRAULSY: I will invite them to 


come, but this Comission cannot do very much about 
the freight rate. 

MR. NOLAN Yes, they can do just 
as much about the freight rate ag the pipe line rate. 
They can say exactly what they thinh about it. 

Pe CO Loon BiPsstT: It is important from 
the point of view of the through put of the pipe 
jine. 

Mis FRAWLsYs Ch yes, it is @ very 
material thing to know. 

THs CHATRMAN: L hope we do not. think 
of anything more. But this fact seems to be impor tent. 
MR. FRAWLSY: Then I should go to 

the Legal Departments of these fiailwey Companies because 
surely I can deal with the Lega} Departments’ 

TH CHAIRMAN: I think, Mr. Frawley, 
you might invite a freight man to ssy Why this is so. 
NOLAN: 7 That is it exactly. 

MRe “RAL LOY: I will bring a freight 
man from the C.P.R., Ss well as the solicitor from 
the C.P.R., and a freight man from the ¢.N.R. There 
are not any solicitors for the C.N.i.,in this part 

of the country. 

Ph. BOLAN: And then tell them 
they will be expected to tell why this is so after 


they have told you what the rate is. 
THs CHAIRMAN: ve have not the power 
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to fix the rate, and we have not the power tn fix 
the pipe line rate either, but we are concerned with 
knowing why this seeming differense in the freight 
retes wast and ‘est. 
VR. PLOTKING: I would like to make @ 
remark at this stage. The question of the retes on 
oil and finished products was gone into very thoroughly 
three or four years ago by the Board of Railway Com- 
missioners, and at that time everything was weighed 
and the railway will just plainly answer "jell that 
is the rate imposed on us.” 
MR. COMMISSIOMin LIPSETTs: Three years ago, Mr. 
Plotkins, the question Bre nrode oil in Turner Valley 
was not of much importance. It is very important 

_ today. 
MR. PLOTKINS: At that time it was 
not Turner Valley. It was Montana @s against wast 
Texas and Mid-Continent, and the small refineries of 
which I happened to be one, demanding an adjustment 
of freight rates. 
THs GHATRMAHs Well the subject is 
thrown ine I think the Reilways should be asked to 
make such representations as they may see fit, and 
have @ freight Man who goes into the witness box to 
say whet he has to say about ite After all they are 
transporting and it is my memory that a Vice-president 
said it was the cheapest transportation in the world ~- 
he said that within the last month or so - for oil. 
That is bee memory of what I read in one of the news- 
papers, which, of course, does not affect me here in 


the position we occupy. Perhaps it should be explored. 
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Now are there any more questions of this witnees* 
Mis NOLANP There is just one 
question. Mr. Plotkins, in putting to this witness 
the question as to posted prices, I think said the 
Texas field. ‘.ell now there are many categoriss of 
fields. There is the Texas field. There is the ‘Vest 
Centrel Texas; sast Central Texas; Panhandle Texes; 
North tast Texas; and ‘est Texas, and there is also 
the Hast Texas field. The olslO is fixed in the 
Kast Texas field by the Gulf, Humble, liegnolia, 
Stanoline, Texas Company, Tidewater and associated 
companies. JI would like the record to be clear on 
that, if that exhibit "145" from which I read is 
accurate. 
fs hee tan OLY § You are familiar wi th 
the Oil Gas Journal? 
A Yes sir. 
Q. This is the issue of February 2nd, 19397 


A Yes. 
Q Before I read from it it should be marked. 
OIL « GAS FOURKAL DATID 
FSBRUAHY ond, m1939, is 
NOt MARKED AS aasipiT “169. 
ei Page 98. Orude oil prices. Oklahoma, Kansas, North 
Centrel and wast Central Texas. And them the first 


item under that is Jast Texas, October llth, 1958, 
This is marked with an asterisk 1.10% 


4 Yes sire 


Q Now as far as this book ig concerned, is that the price 
that you are talking about when you are speaking about 
crude? 


4 Yes. 
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S The asterisk says "Humble Oil Refining Company posted 
that price." 
MR. NOLAN: So they did, but according 
to my book, Bxheyat "145" they were accompanied in 
posting it by the cule, Humble, Magnolia, Stanoline, 
Texas Companu, Tidewater and associated companies. 
rte PLOTKING: That is way I asked the 
withess what pipe line company he used. 
MK. COKMISSIONSR LIPSStTt: What is the reference in 
Vour Uxhipive 
Me. NOLAN: #xhibit "145", gnd I 
was reading from Page 4c. 


MReHA RVI: Mr. Woolley, in your 


b> 


evidence in connection with #xhibit "165", which is 

the map that was filed showing the economic line | 
Which was figured on the basis of the present situation, 
present rate, cost and so on. You stated, I understand, 
that it was the policy of your Company to live up as 
closely as possible to thst economic line‘ 


A Yes. 


> 


If freight rates or some other factor changes that line 
what would be the policy of your Company? 

A Still to follow the economic line, wherever that may be. 
us The new line? 

bs The new line, yes sir. 

MR. PRAULEY: If the railways make a 

new line possible. 

TH! CHAIRMAN: Now there is nothing more 
wanted from lir. Woolley. You say you are wiring for some 


estimates. 
MekeHARVIE: Just on that, that I may 
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TeH. Woolley. 


understand... That is a rough estimate of the reduction 
required in Turner Valley crude to compete with sastern 


erude to supply it to the head of the Great Lakes. I 


. —. 


ee 


am not. sure that is what we want. The area that WS ogall 
area "A" in txhibit."165", to which we supplied 225,000 
barrels last year,. does not go to the head of the Great 
Lakes. 

MR. FRALEY: Lt is) Rainy River, Ontario, 


if that is the figure you want. 


MR.. COMIISSIONSR LIPSETT: Well, take that 225,000 
barrels. 

MR.HARVIL: That will simplify matters 
considerably if that is clears. That is to retain 


last year's market. 
MR. COM ISSIONsR LiIPSstT?s: I was leaving it to ir. 
Woolley to fix a point that would be practical to which 


to gO» 


(At this stage the Hearing was adjourned until 2.30 P.M.) 
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MR. FRAWLEY: I notified the two railway 
companies and I see lir. Clapperton is here. 
THE CHALTRi: AN: lure Clapperton, you are 
appearing for the Canadian Pacific Railway? 
LiRe CLAPPLRTON: [I am appearing for the 
Canadian Pacific Railway. May I make a word or two 
of explanation. 
TH CHATRMAN: Certainly. 
MR. CLAPPi.RTON: I have no instructions to do 
anything but watch the proceedings and I understand 
that the Commission wou..d like to have some assistance 
in understanding the tariff which may be referred to 
and we are very glad to do anything we can to assist 

in that respect but beyond that I cannot ge at the 
present time. Mr. Drew is here, the District Freight 
Agent of the Canadian Pacific Railway and Mir. lLicBain, 
who has the corresponding position for the Canadian 
National, I am appearing for the Canadian Pacific. 
THE CHAIRIAN: Some mention was made of 
freight rates this morning. Mr. Clapperton, and since 
the Commission may have occasion to make mention of 
them in any reports which they may make, it seemed 
fair that both companies should be notified that their: 
rates were to be the subject of discussion, hence the 


notice to you and to the Canedian National Railway. 


MR. CLAPPim TON: Yes. 
THE CHATRuAN: That is all. 
WR. CLAPPERTON: Perhans I should add a word to 


make my position entirely clear, I cannot at this time 


permit lire Drew to engagec. in any attempt to justify the 
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rates. ity instructions will not allow me to go that 
far; whether I will be instructed, if your Lordship 
thinks I should get instructions, whether I will be 
instrusted to take part in any such controversey I 

do not know but the matter of the fixing of freight 
rates of course is a matter within the jurisdiction 

of the Board of Transport Commissioners and has been 
the subject of many judgments by that Commission and 

at the present time I cannot allow ir. Drew to attempt 
to justify the rates. In any event I think we would be 
justified in asking perhaps for some time to study our 
position. I do not Know what is involved in the mat- 
ter at the present time. 

THE CHAT R.iAN: I do not either, you are just 
here to hear the evidence if you wish to and do what- 
ever you. think proper. 

MRo OCLAPPERTON: I will be very glad to tear the 
evidence. sir. 

MR. FRAWLEY: Mr. MeBain, will you note that 


Mre MeBain is here representing the Canadian National. 


THE CHATRwAN: What is i.r. iicBain's name? 

MR. MeBAIN: Kobert M. hicBain. 

THI CHAITRiA N: And Lire Drew's nane? 

MRe CLAPPURTON: Richard W. Drew. 

THE CHA IRiAN: jell Wir. Frawley, what have you 
Sets alt brs 


MR. FRAWLUY: I will call hir. Cottle. 


mom CHA Trai N: Fs he raising the question of 
freight vates? 


MR. FRAWLAY: 


Yes, and what I propose to dc--- 
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THLE CHAIRMAN: Perhaps lir. Clapperton ana 
Mr. Drew and iire McBain should be told what was said 
shis morning which gave rise to this suggestion that 
they should be notified. 

MR. FRAWLEY: Yea, 1 think I can go over 
that bit of evidence which I think your Lordship ref- 
e2re td Wien Mr Cotele now and cover precisely what 
was got out of the witness Woolley, the refinery man 


for the British American Oil Company from Toronto. 


PREDERICK GEORGE COTTLE, hav- 
ing beon first duly sworn, examined by br. Frawley 
said: 

Mire Cottle, you are a charvered accountant? 

Yes. 

And a member of the Institute of Chartered Accountants 

of this Province? 

Yes. 

And at the moment a member of the Petroleum and Natural 
Gas Conservation Board? 

Yese 

Prior to assuming your position «s a member of the Con~ 
servation Board you weve auditor to the Board of Public 
Utility Commissioners of this Province? 

You. 

And when did you join the Conservation Board? 

LIN Gian MR ers 

How long before that were you engaged with the Public 


Wa pies Board? 


January 1 , 1937 on a full-time basis. I was engaged 


vo 
with the Usilities Board on a part-time basis fcr app- 


voximately two years prior te that time. 
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Q Now Mr» Cottle did you have something to do with the 
application, with the veference made to the Dominion 
Tariff Board 4y the Minister of Finance, into tho 
petroleum industry in the year 1935? 

A MOS ur O10’ 

Q, And did you attend further Hearings in connection with 
that reference in Ottawa in the month of February, 
1938? 

A Yes I did. 

Q And at whose request was that latter Hearing brought 
on, what was the nature of that latter Hearing which 
was brought on before the Beard in February, 1938? 

A £ am not sure at whose request the Hearing was brought 
on but it was a Hearing to inquire into the marketing 
problems involved in disposing of the increased pro- 
duction in the Turner Valley field. 

Q And were the railway companies represented at the Sit~- 
tings of the Tariff Board last February? 


f Yes they were. 


Q Both the Canadian Pacific Railway and the Canadian 


National? 
A Yes. 
Q And there were discussions both in and out-of t he 


Tariff Boerd reference on the ,uestion of moving crude 
oil from Calgary? 


Yes > 


5 


Q Now @id you make it your business to infom yourself 
with respect to the rates, not only on crude but on 


refined products in Western Canada’ 


A Yes I did. 
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Well now will you giwe me some rate and I woulda ask, 

I hope Mr. Clapperton's instructions go this far, to 
check what Mr. Cottlo may say, so that we will be 
talking about tke correct rate. 

Wek» CLAPPERTON: Yes. 

Will you give me the rate on refined petroleum prdoducts 
from Moose Jaw, Saskatchewan, to Winnipeg, Manitoba, and 
give me the mileage? 

The rate from Moose Jaw to Winnipeg on petroleum products 
i3 60 cents per hundred weight; the mileage is 398 miles. 
THE CHAIRMAN: Just a moment, Moose Jaw to? 
Winnipeg, 60 conts per hundred. 


And the mileage is? 


498 miles. 
mMR.e CLAPPERTON: Those are correct. 
THE CHATRivWA HN: 398 miles and the rate is 60 


Gents per hundzed weight. 


MR. CLAPPERTON: Yes. 

THE CHALRMAN ; I presume moving in carload 
quantities? 

MR- CLAPPERTON: That is carload. 

MR.» FRAWLEY: For carlosad quantities? 
YeSo 


What is the rate on refined petroleum products from Fort 
W2lliam. Ontario, to Winnipeg, Manitoba per hundred 
weight and what is the mileage? 

The rate from Fort William to Winnipeg, a distance of 


434 miles is 50 cents per hundred weight. 


THE CHATRMAN: Also carload quantities? 


MR. FRAWLEY; Also carload quantities? 


Yes. 
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MR. CLAPPERTON;: The mileage if 419 miles, 
that 183 our figure. | 
WITNESS: Is that Canadian National or 
Canadian Pacific? 

MR. CLAPPERTON: Canadian Pacific. 50 cents ig 
right. 

Q MR « FRAWLEY; 50 cents is right, but the 
mileage is 419 miles and you had 434? 

A Yes, I do not understamd the reason for the difference 
in this, unless the 434 is the Cc. N. incase I assumed 
the mileage as I reccived from the oe in each aace 
were the shortest haul but that may not be the case 
though. oe 

Q No, we have to have a Glaculation made there for ynu be= 
cause IL want you to tell me, to compare the rates in 
percentages of mileage and percentage of rate. 

THE CHAIRMAN: EL want to be clear, is this 
figure which you are giving applicable to both railways 
or to one? 

A The mileages E assume to be the shortest distance in each 
aase, that ia to say whether the 6. P. R» has the short 
est mileage between two given points on the ohartin 
am reading from I would assume that the mileage I have 
AGO We Pid! Res. On the other hand if the shortest 
mileage is on the C. N. R. route then I assume that the 
mileages I have are O- N.- 
MR. NOLAN: Why should we have these things 
when we have representatives here of the companies that 
Gan speak as to the mileages and the rates. 

A [T can say that those mileages were computed for ae in 


the Divisional Cffice# of the CG. N- R. and the C. P. Re 
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at Edmonton. 
@ Mire FRAWLEY: Let us see how much dif- 


ference there is, you say the mileage as given to 
you by the zallway was 434 miles fzom Fort william 
to Winnipeg? 

Yes. 

And the rate is 50 cents? 


Yes. 


SQ - ©} & 


And our fiends have been good enough to agree that 


the rate is correst but the mileage ig 419. Now it 


is not precisely the same with both railway companies 


LG Ke. 15.0 


MRe CLAPPERTON: No © 

MRe FRAWLEY: Would you give us the raile 
ways-="* 

MRe DRI: Speaking of mileage, at that 


time the short line mileage is usually given. 


WR. FRAWLEY; And the other meets it. 
MR. DRiW: Yes. 
MR. MeBAIN: The mileage to Winnipeg is 


MR o FRAVLiY: Let us have it on the record, 


Prave.oomived is the CG. '\2. Ks mileage from Yoru 
William to Winnives and 434 miles is the 0. N. R. 


mileags ®rom Fert william to Winnipeg. 


THE CHATRwWAN: Now this rate, did you give 


the rate? 


MR. FRAWLEY: The rate is 50 cents. 


THE GCHATRMAN: On what? 
On 100, well what is it? 


ik. FRAWLEY: 


£. 7h 38 on cne hundret welght 


& of petzoleum or petroleum 
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8 
products. 

Q Mine HARVIE: That is manufactured? 
The term in the tariff is called "petroleum or 
petroleum products in carloads", that is manufact- 
ured petroleun. 

Q TH CHATRias MN: lianufactured petroleum, is 


that right? 


Q MRe FRAWLISY: Is that what you say? 
Y¢@s. 
Q What we have been calling "refined petroleum prod~ 


ucts" here? 

A Yes, it would include gasoline, distillate and some 
suGh produsts for which no special tariff 1s pub- 
lished. 

CHE CHATERMAN: All I want to get clear, is 


Geo Srude oll? 


wi No sir. there is a special tariff on crude oil. 
a) MR-e FRAWLEY: Now while you are at it, 


give me the mileage amd the rate from Regina to Win- 
naiLpee 7 

A The rate from Regina to Winnipeg on petroleum or pet- 
roleum products, 2 distance of 356 miles is 56 cents 


per hundred wight. 


MR.« CLAPPERTON: Correct. 
ig MRe FRAWLEY; That is ercrrect, now Mr. 


Cottle you have--- 


THE CHATRMAN : Again carload I suppose? 
Q MR. FRAWLEY: Again in carload quantities? 
A Yese 

THE CHATRIIAR ; Yes- 


Now take the Regina tr winnipeg 


Pa MR. FRAWLGY : 
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9 
movement as against the Fort William to Winnipeg 
movement, will you give me the comparison which 
you have worked out? 

A the miteage from Regina to Winnineg, namely 356 
milos, is approximately 85% of the mileage from 
Fort William to Winnipeg, which is 419 miles. 

Q Yes, and the freight rato is, from Regina to Wine 
nipeg is what percentage more than the freight rate 
from Fort William to Winnipeg? 

A 20% more. 

Mae FRAWLEY: Perhaps you are not trying 


to follow the percentage column. 


MR» CLAPPERTON: we are not attempting to. 
MR. FRAWLEY: All right. 
Q MRe FRAWLEY: And the percentage in the 


ovher movement Prom Moose Jaw to Winnipeg as againat 
Fort William to Winnipeg? 
A The mileags from hioose Jaw to Winnipeg 398 miles igs 
apprcxiimately 95% of the mileage from Fort William to 
Winnipeg, which is 419 miles. 


Yes, and the freight rate? 


A Pardon me. I said that the rate from Regina to Winnipeg 
was 20% more than frem Fort William to Winnipeg. 

Q Yes 

nN Tt ig 12% more. ‘he 20% 18 Moose Jaw. 

Q 12% moro from Regina? 

A Yes. and the rate fron Mcoge Jaw to Winnipeg is 20% 
more than the rate from Fort William to Winnipeg. 

Q So one wav of stating it is that for 85% of the 

a w 


Mileage the freight rave is 12% more, that is that 


Regina so Winnipeg movement, as ssainst the Fort 
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William to winnipeg? 

A Phao "2s sight. 

2) And from the Moose Jaw to Winnipeg movement as op- 
posed vo the Fort ‘filliam to Winnipeg movement, 
95% of the mileage is 20% more freight? 

4 Chay i238 rights 

Q Now Mir. Cottle, do you know, if there were movements 
of gasoline, of refined products from Sarnia and 
Toronto respestively to Winnipeg, how would it 
move? 

dA Well in my opinicn it would move by boat to Fort 
Wiliiem and from Port William to Winnipeg by rail. 

Q When you say in your opinion, there has been in the 


past, there was a movement ox refined products that 


way? 

A That is the only movement I have any knowledge of. 

Q The only other way would be all rail? 

A ek rel 3 

9, from Sarnia to Toronto? 

A Yes. 

Q Sarniu and Toronto both being on the lake, you say 
the movemont would be as it was in the past, all boat 
to Fort William and by rail from Fort William to 
Winnipeg? 

A Yes, that is the logical movement because it is the 
cheapest of course. | 

8, 4nd the refined products which are now selling in the 


market are in the main manufactured where gqnd 


Prom what kind of crude? 


A Well in the main they are manufactured at Regina or 
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Mooss Jaw or, Winnipeg, from Turner Valley crude. 

Q So that is it a real competition, this rate, this 
freight rate on finished goods from Fort William 
to Winnipeg. as against the rate fram Regina to 
Winnipeg and from ijoose Jaw to Winnipeg? 

A What do you mean by "a real competition"? 

Is it a rate which would have to be faced if there 
was an atveript made to recapture the Lianitoba markct 
for Turner Valley products? 

A Oh definitely, yes. 

Q Now that is all, there were other things I wanted to 
ask ir. Cottle abcut, that I am sure the railway 
people would have no interest in at all so that I 
thought I would stop at this point, that is all I 

have to ask. 

Q MAJOK LIPSETT: Mr. Gottle, do we understand 
you take this Regina to winnipeg, that you pay 12% 
more fieighnt to get 15% less mileage? 


A That ia right. 


Q You are at a double disadvantage? 

A Yese 

Q And the same applies on this Moose Jaw to Vinnipeg? 
A Yes, the same, sir. 

a So far as you know are there any circumstances that 


would give rise to that? 
A Well anything E would say would be pure speculation. 
I do not feel confijent to discuss the reasons for 


the discrepancy on the per mileage rate in the op- 


posite direction. 


MR. FRAWLEY: Have you worked out, if it 


was on an enual mileage basis can you tell us what 
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the rate would be from Regina to Winnipeg as 
agains. the present rate of 56 cents? 

Well on the same rate per mile the rate from 
Regina to Winnipeg would be 42 cents per hundred 
weight; that is tc say on the same rate ag applied, 
on the same mileago rate as applied from Fort ‘file 
liam to Winnipeg, the rate from Regina to Winnipeg 
would be 42 cexts as compared with the present rate 
of A6 conte. 

And what would the Mooes Jaw rate be? 

47% cents on the samc basis, as compared with the 
present rate of 60 cents. 

THE CHA IRMAN: Any further quest ions? 
MR. NOLAN: £ was going to ask,Mr. 


Cottle will be back on other things. 


MR. FRAWLEY: Oh ver. 
MR. NOLAN: Before the pipelino is over. 
MR. FRAWLEY; Ags soon as we have finished 


with ths railway rates. 
ime NOLAN: L was going to ask whether he 
knows whether the Alberta Pstroleum 4ssociation or 


Producors Association took this matter up with the 
Railways recently? 


res) 


E do not know that thoy have. 

mo you Know ir any representatives from that Associa~ 
tion went Hass to see the railways? 

I do not know of any representatives going Last to 
speak to the railways in relation to this particular 


matter. 


‘tell gone representatives went bast, what did they go 


for? 


x = 
; - oe 
Pa 
at : 
mek 
bay 
ae 
a d : 
2 ja 
‘ Se 
week : 
oO: ‘ + ; 
> eked Pye e 
ee ape 
c i 
Oo 
~ : 


a 


i owe ' 
: ‘ Ba 4 
Shc 
one t ' 4 * 
o ‘i, kat 3 = ; 
a . ~~ 2 
an 
N 
2 
Ss 
: a 
‘ : any 
| a 
: a rade 
: A 
e 
# e aa 
i . 


: 


om 


ths 


25 
Se 
“oie a 
Se 


ee 


4s 
Pa ne | 

aioe 
; ec 


F.G@-.B0ttle 


C-3 
13 


eee eS 


& & 


i. 


~ 4690. = 


To discuss as I rnierstood it the possibilities uf 
Turner Valley crude oil moving into the Eastern 
markets as such, not a8 refined products. 

Just as 3grude oil? 

Yes > 

With whom did they discuss that? 

I understood with the railway companies and with the 
Imperial Oil Limited and British American Oil Coupany 
Limited officials. 

Do you know who those representatives were? 

I do not know who was avproached in the British 
Amevican crganizatisun--- 

No, but who went from Calgary? 

From Calgary representing the Association? 

Yes. 

Mr- li. 33. Porter and Mr. Herbert Greenfield. 

And you say so far as you know they did discuss with 
the railway companies the possibility of our crude 
being transported ints Hastern Canada? 

So far as 1 know. 

MR. FRAWLEY: And don't forget Mr. Shard 
went along. | 
Yes, that is right, Mr. Chard. 


MR. HARVIE: Just who is Mir. Chard? 


Well he is an employse of the Provincial Government, 


I do not know his official title. Mr. Frawley can 


probably tell you. 


MR. FRAWLEY: Now he is Chairman ef the 


Publie Service Vehicle Tax, the cdministration of that 


Act» 
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Q MRe NOLAN: And what was he then? 
MR. HARVIE: So-cal..cd freight rate expert 
for the Provincial Goverment. 
MR. FRAWLY: We are ail talking about what 
we understand and I say I think he was. 
@ MR. FRAWLEY: You said to bir. Nolan that 


you cid not knew of any discussions with the railway 
companies by these people last month or so on the 
question of the freight rate on refined products? 

A I do not know of any such discussion, there may-have 
been however. 

@ Oh yes. 

A I was not closely associated with the negotiations 
which were going cn. 

Q The purpose of the expedition was to See if crude oil 
coule get into the Sarnia and Tovonto refineries? 

A That is my understand ir. 

Q Just the game thing thet the Ottawa conference before 
the Tariff Board was for ae February? 
That is right. 

Q MAJOR LIPSET?: What number of gallens of 
refined products are there to a hundred weight, for 
freight purposes, do you know Mir- Cottle? 


A A gallon weighs, for rate purposes, for freight purposes. 


8 pounds, that would be 123 gallons to a hundred weight» 


Q THE CHA IRMAN : That is correct is it? 


Bither crude or refined, gir. 


THE CHAT&RMA N: Now ire Frawley= that is all 


Mr. Cottle, dc you want to ask anything, Mir. Clapperton? 


MR: CLAPPERTON: No sir. 
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THE CHALRMAN : Now with reference to what 
Mr. Clapperton has said, Mr. Frawley, if you think 
1% important that they should appear here it will 
not matter in the least what the 0. P. R. thinks 
they should or should not do. They will be callea 


as witnesses. 


ii. FRAWLEY: Yes. 
THE CHAIRMAN: They are not above the law. 


If on the other hand there is nothing to eall them 
about that is an end to the matter. 

MR. FRAWLEY: Oh yes, Mr. Ohairman, I 
would like to ask ir. Dvew something about this rate. 
L think that it is idle to leave it the way it is at 
themoment but I do not want to interfere in takirg 
any undue advantage of Mr. Drew aid calling him at 
the moment. If .Mr. Clapperton's instructions are 
that he should not attempt to justify the rate that 
does not matter much, dut I do not know--+> 

THE CHAIRMAN : It is not a matter, we are 
not seckin- arguments from Mre Drew or Mr. MoBain oz 
this oGegsion. If there are any facts whieh you wish 
to call these witnesses avout. 

MR. FRAWLEY: I think to settle ib I will 
call ir. Drew. Mr- Trew will you take the stand. 


THE CHA IRMA RN: we have no idea either of 


+ hej eri. a debate about the matter. 
heir antering into: (eet eer me 


Q 


A 


2 - 2 & 


RICHARD WILLIAM DREW, having been first 
duly sworn, examined by Mr. Frawley, said: 
Mr. Drew, you are the Divisional freight agent at Calgary 
for the Canadian Pacific Railway? 
Yes, 
With jurisdiction over the Province o& Alberta? 


Yes. 


You have had some knowledge of the efforts made in the past 


to get a favourable freight rate on Turner Valley crude 
moving eastward? 


Yes. 


And there was a concession granted by the railway companies 


moe orenibver, I think, of 1957, with respect to the move- 


Mmer,p or turner Valley crude? 


Pou Lwould just not put it that way, there was a hearing 


before the Board of Transport Commissioners anda scale 
of rates were established by the Board. 

i thought the rate had been given and then there was same 
Sepjection that it discriminated? 

Well, there were adjustments made, at the Board's hearing. 
Pie fact. is, is it not, there was a rate made and 
published? 

Peeves, that 1s right. 

And then some of the small refineries in Saskatchewan 
thought it should refer also to them? 

Yes, there was a certain restriction on the quantity. 
That was a rate of 19 cents a hundredweight for crude 


moving from Calgary to Regina’? 


Let me see, I never quote a rate from memory, they fluctuate 


so fast that we cannot kecp up with them, I see somebody 


h-s clinsed it out of here, I think it is 19 cents from 


Calgary to Regina. 


Pew. Drew. a 0 


Q Or about 52 cents a barrel? 
A Gem, 1 GOld not figure it out, that is the rate which was 


publiened as the result of a sreat deal of negotiations 


as tO pipeline costs and that sort of thing. 


Q, Me cents per hundred pounds? 

A es) 

% TH CHARAN: 19 times 12s, as that notiricate 
Q WR. FRAWLEY: 280 pounds in a barrel, there 


are £80 pounds in a barrel? 
HE CHATRMAT: Oi, yeu. 

Q MR. FRAWLEY: iin. Drew, 1 would like to file 
ep cariit on that crude movement with the Commission, if 
you have some extra copies? 

A Pou am sorry, | have not got them here. 

Q, Pomc you Neve a copy Mailed to me, Mr. Drew? 


ee. think, “s 4 matter of fact, we supylied you with 4 


copy. ; 
Q fee i think some time ago, I may be ®ble to find it. 
THE CHAIRMAN: APS you ‘going to. pub shew ii se 


that we will know, and if not all right. 
wRe FRaw Lay : Ves, IT would like to put cru gin: 
[oe you say this is your own copy’ 

A Wee Yaey is the only copy t have. 

o) MR. FRAWLEY ; We Will give it a number, sir. 
TH: CHALRMAN: No, L was just noting it, if 
it is something to be put in before we finish this, you 
are going to file a copy of what’? 

i The Canadian Pacific Railway tariff No. W 290 and supplements, 
there are several sunmlements to it. 

Q MA. FRAWLEY: And there was a movement, the 


rate also applied to Moose Jaw? 


R. W. Drew. 
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Yes. 

At the same time? 

Yes. 

something less than 19 cents? 

Perhink, a halt accent. 

183 cents? 

mos, | think so. 

Now, Mr. Drew, so far as you know, there has been no special, 
that was a special rate established for the crude, was it 
not? 

well, it is what we call "a competitive rate". 

A competitive rate, because at that time the question of 
building a pipeline was raised? 

Yes. 

But there was never any rate fixed for the movement of 
refined products out of Moose Jaw or Regina after the 
Turner Valley crude had been made into gasoline? 

Well, we, the refinery has been in existence long before 
the Turner Valley crude came in, and there was a scale of 
rates for refined oroducts, both ovt of Regina and Moose 
Jaw. 

Yes, when they were making gasoline out of American crude? 
Yes. 

and there never was any change in the rate which was 
established before the Turner Vélley crude moved into those 
refine rics? 

No. 

and that is the rate which is in existence to-day? 

Xess. | 
And you have bem good enough to listen to the rates which 


Mr. Cottle gave us, and those are the correct rates as per 


your tariff’? 
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Yes. 

Then the r-te that Mr. Cottle gave us on the movement 

of petroleum products moving westward from the Head Of 
the Lakes, Ontario gasoline, gasoline made in Ontario 
and cOming up the Lakes, those rates also quoted by Mr, 
Cottle are correct? 

Yes. 

There would appear to be an obvious disadvantage to the 
eastward moving gasoline out of Regina and Moose Jaw as 
against the westward moving gasoline from Fort William, 
do you agree withthat. is that a fair description of 
it, a disadvantage? 

No, I would not put it that way, the haul from Fort 
Pie to Vinnipes is only a portion of the haul, it ts 
Sweet ooor plone ie Tate, the other is the complete haul. 
Pom TOD an. Drew, that thet 1s not quite a fact, that 
the Imperial Jil brings its own gasolire in its own bottoms? 
Mat 2 my information but still that "does not say that 
1) 46 not 2a haul involved in getting it to Fort William 
regardless of wno handies it. 

Mell, that is yeur position then, ‘that the favourable 
rate given to, or the rate which at the moment appears to 
be an advantage to the Untario gasoline, moving from Port 
William to Winnipeg, is given because of the consideration 
Peouen es only part or the haul? 

Ohno, 10’. 


MR. €L:.PPERTON: My Ord. eee. 


WITNESS: That rate has been in existence 
for a great many years and I think it is common knowledge 
that this question of rates from Fort Willaam, not only 

40 Winnipeg but to all of wesvern Canzda, has been before 


the Board of Railway Commissioners on a great many occasions 
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Drew. 

and various judgments have been issued by the Board justify- 
ing the rates which are in existence to-day and there have 
been m changes. 
IT was only taking your answer, that it wes a nart rate, 
that it-was part of the haul? 
That was in direct answer to the question which vou gave me. 
Ivsec.. Nowy you do not seek to put it on the ground wholly 
thavyit 1s agpart) of the haul from the Ontario refirery? 
Not exactly, ‘no. 
Louisa, 1 tims iparhor that ceneral freight structure on 
the movement westward from Fort William, which has been 
before the Bozrd of Railway Commissioners on many occasions? 
Yes, there are a large number of judgments out on it, re- 
hearings galove. 
Mr. Drew, are you able to give me the rates on these same 
kind of goods from Fort William to Regina? 
THi: CHAT RMAN : Let us understand this, Mr. Drew 
says that there are a large number of judgments out on 
this general subject. 
MR. FRAVLiY: Yes. 
WITNSS : Yes, I cannot give you references 
to them by memory. 
THe CHAL RL : Has this particular question of 
the hauling of the refined products been the subject of 
discussion? 
Well, all the rates, they are all based on the same basis, 
Peis Hot only on petroleum nroducts, but,-1it. appli 6s. 
silk stockings or barbed wire or anything else. 
That is what I wanted to know? 
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There has been no special enquiry Moeeening the petroleum 
products? 

No, other than all the rates westbound from Fort William. 
MR. FRAWLEY: Well, just dealing with that, 
you see, Mr. Drew, perhaps cam put Ue 20 youwas to the 
importance, if I may say so, of an examination of these 
rates at the moment, as you are aware since the crude is 
moving from Calgary to Regina and Moose Jaw Peter Tes, 
Turner Valiey crude in the form of gasoline and other 
refined products has captured the whole \Vestern Canada 
market, you understand that to be a fact? 

hace 

And I think, thanks to that rate which was given on crude 
moving into Regina and iioose Jaw refineries, you understand 
that to be the case? 

Yes. 


Now the question has arisen that part of that market will 


’ 
be lost to gasoline made in Toronto and Sarnia respectively 
from Bast Texas and Illinois crude, and that the Ontario 
gasolines mamfactured from these American crudes will 
recapture the Winnipeg market and back up the Turner Valley 
erude or beck up the refined products of these two refineries 
in Western Canada; now, I put it to you that that is the 
importance of an examination of the rwetes, and wien we 
examine it we fim that the rate under which this american 
erude =s gasoline would move, has an advantageous rate 

over and above the rate at which the Turner Valley made 
gasoline would have to move into the Winnipeg market from 

the west. You understand, of course, that the full 


significance of the two rates and why, has come.up before 


this Commission? 
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iat peu pyOU aCe non taking. the whole etory, ‘you are 
BOG were ew VOONS IGE TAT Ona aices lacs « 

BR. CLAPraRT ON : May I interrupt for a moment, 
pleese;, J think ir. frawiey is getting on to the eround 
thet Lorespectiully submit should not be entered. into: at 
this time. If ir. frawley desires to go into this subject, 
then 1 suggest that the matter should be adjourned so that 
I may be able to get instructions and we may be able to 
represent the matter properly. 

THS CHal RMAN : What is it you are canplainineg 
about, I do not understand. 

MR. GLAPPSRTON : Well, of. Hrawley, i2 esking 
questions about the justification for the rates, the 
reasons for rates. Now those are matters which are 
within the jurisdiction of the Board of Railway Con+ 
missioners. They may or may not be within the juris- 
diction of this Commission. I am not saying anything 
about that at the present time but I am without any | 
instructions as to what position I should take before 
this Gommission and I respectfully suggest to you ors 
with regard to these matters they should be postponed 
until I have had an opportunity of getting instructions. 
TH CHATRLA N: fell I do not understand, you 
think that if you got any instructions from the head 
office of your company that any witness who is called 
before this Comnission should decline to answer, if so 

he would so so at his peril so long as it is & question 
of facts that he is being asked about, just a question of 


facts. You see we are empowered to call witnesses. 


MR. CLAPPERTOR: Yes, quite so. 
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THE CHAIR:AN; And dezl with them as in 
any Court. Now because that witness happens to 
eminate from the Canadian Pacific Railway that will 
not make the slightest difference to this Board. 
MRe CLAPPERTON: No, I understand. 
THE CHA IRiiA N: pqually we do not wish to 
embarrass you in any way, if your instructions are 
as to how far you are to go in setting up a position, 
that: ia something. It is again something if you are 
Saying you are going to get inatructions whether or 
not you will defy this Board. 
MR. CLAPPERT Ol: dell lL do not know what in~ 
structions I will get, iir. Chairman. 
THis CHATRAN: we wiitl not travel on the 
assumption that you will get any such instructions. 
MR. CLAPPERTON: May I put it this way before 
you, my Lord, I have raised no ohjections to questions 
about facts but Mr. Frawley is not asking questions 
about facts now. 
TH CHA Tht AN: fell I think, Mr. Frawley, 
insofar as you seck facts I think that you should 
not susk conclusions on facts. 
une FRAWLEY: No. 
TH CHATR Adi: From this witness, he is 
called as a witness as to facts and I think that covers 
probably what you have in mind. 
MR. CLAPPERTON: well before I sit down, may I 
once again, ask the Commission to postpone this matter’ 
in order that it may be gone into at a time when lL 
have had an opportunity of getting instructions and con- 


sidering my position. All I know about this natter is 


that Mr. Frawley phoned Mr. McCaig today and said that 
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the matter of freight rates was ZgOlng to be diss 
cussed, would [ have iir. Drew here. I have him 
here and that is all I know about the matter. 

THE CHA IRAN: Just limit your examinae 
tion to facts, Mr. Frawley. 

MR. FRAWLEY: } Yes o 

MRe FRAWLHY: Mire Drew, will you give ma 
the rate from Fort William to Regina? 

For refined products? 

Yes. 

98 cents per hundred po:.nds in carload lots. 

And the rate from Regina to Fort william? 

we do not, it is the same, it is in the reverse direct= 


bone Bh NOG? 


MR. MCBAIN: NO, uO) not think there, 8.8 
rate. 
WLTNESS: The same rate in @ reversed 


direction. (after consulting with Mr. McBain), 98 
cents pey hundred pounds in earload lots. 

MRe PRAWLEY: So that the rate on gasoline 
then from Regina to Fort william is 98 gents and fron 
Fort William to Regina is 98 cents? 

Yess Incidentally there is no movenent in either 
directio: and has never been in recent years. 

It begific to cary and to leave the equality per mile 
on the movement to intermediate points? 

Oh, you can get thousands of articles of a similar 
nature all over the country. 


MR. FRAWLEY: All right, thank you Mr. Drew. 


THI CHAIRMAN: The next witness. 
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MR. FRAWLEY: I intended to call Mr. 


MoBain but I do not know as it is necessary now. 


THE CHATRIAN: . Well you had better have 
him say it. 
MRe FRAWLEY: All right, Mr. McBain. 


nOBERT MURRAY McBAIN, having 
been first duly sworn, examined by Mr. Frawley said: 
THE CHAIRMAN: ure McBain appeara without 
Counsel and ysu will restrict your sexemination to 
facts. 
MR. FRAWLEY: ire McBain you are the 
Divisional Freight Agent at Calgary for the Canadian 
National Railway? 
Yes. | 
W11l you just confirm these rates for me, please, the 
rate on your railway for refined petroledum products 
frem Regina to Winnipeg se cents? 
Correst. | 
The mileage is 356 miles? 
That is the short line mileage. 
Ap I understand--~ 
‘fe are governed by the short line. 
If you happen to be wrong, you mean the shart line 
rate? 


Gorrect. 


The rate on refined petroleum prsiucts from bjioose Jaw 


to Winnipeg, a distance of 419 miles is 60 cents on 


your railway? 
Moose daw to ‘Vinnipeg’ 
Moose Jaw to Winnipeg? 
No, 398 miles. 


398 miles, I am sorry - 
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60 cents is correct. 
Q The rate on your railway on refined petroleum prod= 


ucts from Fort William to Winnipeg is 50 cents? 


A Correct. 

Q And the mileage, the freight mileage ig 419 miles? 

A Correct. 

Q The rate on refined petroleum products from Fort 
William to kegina on your railway is 98 cents? 

A Correct. 

Q And the rate on the same products from Regina to 
Fort William is 98 cents? 

A Gorrect- 

Q Have yeu the mileage from Port Arthur to Winnipeg? 


A TI have not got it here, it is 423.7, speaking fron 


menory. 
MR. FRAWLAY: Thank you Mre McBain. 
THE CHATRuAN: Now with respect to the 


freight rates, Mr. Clapperton and j].re licBain, you 

have been asked simply questions as to what the facts 

aree If either corporation desires to make represent- 

ations to us or to call witnesses before us in explana- 
tion of those rates or to any other end we will be glad to 


hear them, that is all we have to say- The next wit- 


Ness. 


LR. FRAWLEY: lire Cottle. 

FREDERICK GEORGE COTTLS, having 
been recalled. examined by ir. Frawley said: 
THi CHA TRAN: Anc I am not limiting you, iir. 
Frawley, if you want to pursue the reasons why> 
MR. FRAWL2&Y; Yes. I understand sir. 


THE CHAIRMAN: Now Mro Frawley, you say you 


ae 


4 


oa 


, 
oY = ott 
i heat 
7 ' , 
: te 
: + 
aa ; 
a - 
& os 
; ° 
an 
sis oi 
, ; 
a 
os % : 


nay es 
a ae 
tot 
ot ft 


+ 
Codes 
age 


, 


‘ 
‘ 


ee 
wt 
ai 6 - 


an og 
mi cak 
i 
’ 
: ‘ 
2 
a ar 
re ° 
4 r 
. 


4 


Be 
ay 
oe 

ty 


F.G-Cottle 


C5 


iL 


GG & £ 


are calling iir- Cottle on quite another phase. 


MR. FRAWLEY: Yes, on quite another phase 
nctwWe 
MR. FRAWLEY: Mir. Cottle, as a member of the 


Oil and Natural Gas, petroleum and natural gas Conser- 
vation Board, will you tell me whether or not in the 
opinion of your Beard the orders which the Board might 
make during the year 1939 as you now see them, will 

cf themselves result in any diminution cf the through-~ 
put througk the pipeline? 

No, I do not think the conservation orders of the Board 
wili restrict the throughput of the pipeline in the 
year 1939. 

Will you give me the number of wells now producing in 
the Burner Valley? 

There are 68 oil wells now producing in Turner Valley, 
included on the last survey order of the Board. 

THE CHATRMAN: Would you mind giving me that 
again, lire Cottlo? 

There are now 68 oil wells as distinguished frcem gas 
well producing in the Turner Valley field. 

Which you would @scrite as "crude"? 


Crude wells, yes. 


Yes, 68? 
68 » 
MR. FRAWLEY: How many drilling permits for 


drilling in 1939 are now outstanding? 
There are 7 drilling permits issued on which no work 


has been undertaken; there are 22 wells in respect of 


which we have operating reports, three of which had not 
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Spudded in as at February 6 last. 
Q@ THE CHAIRIAN: 7 not started and 22 that 


have apparently started, is that right? 

A Yes, that is the situation, out of the ee, there are 
3 that have not spudded in although they have started. 
Re NOLAN: i am sorry I did not eatch 
Mrs Cottle's answere 

Q ine NOLAN: Of that 68 wells' figure, 
are they producing wells? 

A 68 producing wells included on our last schedule. 

Q That is not the figure we had. 
MRe FRAWLEY: That is the figure you have 
now, those are last year's wells and thisd yearts and 
maybe the year before, all of the crude wells. 
MR. NOLAN: My only point was we added 
up all the wells and took away everything which was 


controlled and had one left and that was one out of 


62. 

TH CHATRWAN : I have not that book here. 
WK e« NOLAN: iy memory was--- 

THE Cha TRAN: Yes. IL remember quite well 


doing that. 

WR. NOLAN ; There were 389 wells under con~ 
tract to the Royalite, 19 to the British Amerigan, 2 to 
the Gas and Oil Products, 1 to the Lion Oils making a 
total of 61, leaving the National No. 1 independent and 
their total was 62. 
MWRe FRAWLSY: And this is the witness who made 
4t out st we will ask him about it now. 


MR. NOLAN: IT ao not qarrelling about it. 
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MR. FRAWLEY: No, I think it was a very 
fair question. 
luke NOLAN: I thought this was the time 
to ask it. 
MRe FRAWLEY: Lt certainly is. 
WITNESS: iy answer is there are 68 
wells on our list. 
MR. FRAWLEY: Here ils fxhibdit "128" which 


you prepared and there are a half a dozen short. 


Shall we call these wells, the 68 wells by name. 


THE CHA TRMMAN : Oh no. 
MR. NOLAN; You might reconcile it. 
THE CHAIR iva ; Direct your mind to this 


apparent discrepancy as between 62 and 68. 
MR. NOLAN; Perhaps hire Cottle would look 
at this during the adjournment. There is nothing that 


takes more time than a reconciliation. 


WITNESS: I have the 68 wells here. 
liRe NOLAN: It is going to take some time. 
THI CHALHwAN : Ls that so? 


It will take a few minutes to check the 68 wells I have. 
IT have found two now, there is Anglo-CGanadian 1, and 


Anglo-Canadian 3 which are not on here. 


THE CHA IRMA N: We will just adjourn for five 


minutes and six wells you should be able to find in that 


time. 
(AN ADJOURNuENT OF FIVE iiINUTES WAS HaRE TAKEN) 
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MR. PRiawWLoyY: ereerCont Veni. Tolan ied lked 
your at*ention to the fact on Exhibit "128" there were 
sixty-three wells only shown as being either under 
eontract or not under contract? 

hiv. Nolan said there were sixty-two wells on that Uz Dots, 
iy. Frawley. 

iuRe NULA:s That is the evidence. 

WR, FRAWLEY: There are sixty-three. They have 
been added again and they come to sixty-three. There are 
two Comoil wells put down as one. 

eye NOLAN § when you read the transcript 

pou Wilt fheve To-note there ‘re sixty-three,. really. 

TH. CHalRMAN: We Sir 

he adatom to the sixty-three wells listed om sxhibit 
Die me ToLlowing wells were in production as at February 
Poon ot iecluded in the Dxhibit. Home-Hildarville 
[eee seersion Jo. i) \iingho Cantdian Now) 1y> and -Angto 
Canadian Oo. 3, and Command No. 1, making five additional 
wells to the Exhibit. and bringing the number to sixty- 
eight. 

MR. FRAWLEY: we Will correct that in bxhibit 
"128" by filing a separate Exhibit to-morrow showing these 
additional five wells, because they are also under contract, 
as far as you know? 

As far as I know, yes. These are recent completions with 
the exception of Command, and I do not know why Comma nd 
woulda not be on the Exhibit. 

Bo you know that they are uncer contract either to. the 
same companies mentioned in Exe bitte" a aero ys aL ue:, 
British American, Gas & Oil Products and Lion Olls? 


IT assume that they are but ~I do not know. 


hbo erie, Mate ee ation cut orks aaa 


pee Fa CORT REE LN we. ai tp ans 
ewe ee 


mea tent: ied he ele te Bee om 


eae ees ov F) eh Go ter a ee 
payers OF - vote ea? seteaiae eae 
Meeides eh tit, pera es ew by 8 a 
: , i ‘ ae a 4 74 ; pf 
hi A eel & ce 
Pee BELL e Pol tem) FRE het shee 
Re Od AUS Sele one Rt eee Gomme, vi 
Youle fae ‘. , 


y ae fe Py 
hee . Me ay ance 
Wh Bectteience treeee com Sleyet 
BARRERA, ihe poate. ab T fae gee 


‘eM CID 


eG. Cottle. 


-~4368- 
You Will check th=t and we can surrlement th>+ information? 
I would gladly do that. 
There is only one other matter. Have you made a computation, 
Mr. Cottle, of the vwonsumption in the year 1938 in iestern 
Cansda of crude petroleum and motor fuels. In other words, 
have you computed the Western Canadian market in 19332? 
mes, UU chavel. 
You now present 3 statement entitled "Computation of 
rrairie Consumption of Crude Petroleum and Motor Puewss, 
Year 1938"? 
Yes. This estimate was made January 19th, 1939. 
(DOCUMUNT IN QUEST ON IS 
NOW MsRKOD EXHIBIT 
Oe) 
ev oumin Through axhibit "L170" and tell us @hat it 
Mendiiets oitg 
iemeay exo lain first that Exhibit "1/0" is a canputation 
of the anparent disapyearance of petroleum or petroleun 
procucts during the yezr 1938. That is to say, it is a 
eommutation of the total production within the Prairie 
Frovinces together «ith the importation of refinec rproducts 
or erude petroleum into the Prairie Provinces during the 
same period. There is one omission from this statement. 
however, and that is any quantity of motor fuel which may 
have been imported into the Province of Manitoba from 
Ontario. Previous witnesses have saic that some gasoline 
was shipped into the Manitoba area from Fort William. 
I have no definite knowledge of the quantities so shipped 
and they are not taken into consideration on Beno anb se LPO", 
MR. NOLAN: Is Mr. Cottle referring to the 
B. A. evidence of the state of emergency that existed? 
Mr. McGrath is the one l am referring to partirularly. 


WR. FRAWLZY: This is the best estimate your 
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Board was able to make of the consumption in Western 
Canada? 

That is right. 

MR. HARVIE: May I just make certain. This 
means the Provinces of Manitoba, Saskatchewan and Alberta 
PUN! A RO GR SE Na Phe Oe 8 falas Ce ee 

is Supplied from Turner Valley, corredt. 

ie Coes NOpineiiude-any nart of Western Ontriris west 

of the Head of the Great Lakes? 

To the extent that gasoline was shipped from ifoose Jaw 
to Winnipeg and may have gone into western Ontario, that 
does gO into that area. 

It is really-that market that is supplied from the Calgary, 
Moose Jaw and Regina refineries plus what has come in from 
Montana? 


Pee Se. SAD The total apparent disappearance of crude oil 


and gasoline and motor fuels during the year 1938 as shown 


Seer Oe Son eOoD Darrel Ss per fav. (Total tor 
racer yeaty (.(/a,o00 varrels, hat figure consists OF tie 
Gotal: Turner Valley production of 6,685,045 barrels, 
together with the production from other fislds in aAlverva 
Tosa line 51,456 barrels, or a total production oF 
6,706,201. barrels, or 18,455 barrels ner day. (The. im 
Poertation Of crude oil from the United States during the 
year 1938 was, from the State of Montana, 551,579 barrels, 
or 909 barrels per day. From other States of the United 
States, 191,611 barrels, or 525 barrels per day. 
Importation of casing head from United States for blendine 
purposes was 60,555 barrels oF L6G barrels ver cay. 

THE CHALRMAN ; What purposes did you say? 


For blending purposes, blending with easoline. 
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Q Oh, ves. 

A importation of motor fuels from United States, total, 
492,61C barrels, or 1,240 barrels per day. 

Q MR. FRawIbyY: That is the first time you have 
used that expression, "motor fuel", that is refined 
petroleum proaucts? 

A Tractor distillates and other motor fuels, 

Q Gasoline? 

A Yes. 

Q mes, That is the totel? 

A meat is the total. 

Q ae, 18 all I have to ask. 

Q fee CHALRMAN : Woukd your Board, or would you 


mevesa record of whether or not the consumption of gasoline 
bos inereased or decreased in western Canada in the last 
mew years? 

A we have a record of the total apparent disappearance of 
erude ol] and on the assumption that the crude oil becomes 
gasoline, yes, we have a record in that way. 

Yes? 

A In addition to that I made some estimates, approximately 
a year ayo, of the consumption in Western Canada, and 
computed as weil as I could the 6conmsumplion Im the year b7ce 


and 1937, I could obtain those figures for the Commission 


if youwish them. 


Q wes 
A I may say there is a definite increase. 
Q A definite increase in consumption ye r by year? 
A Wes. Sin. 
Pe Raw y ? The gasoline tax people have 


these figures. 


TH? CHalRi iA: Tt is eoine Go be Porthcomiie,. as “its 
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You see, we have heard @ suggestiom of possible reasons for 
eececrease because Of another crude coming in. If there is 
anything to be said for a natural increase in consumption we 
would bike to hear about 1% too, 

WR. FRAWLEY: we have rather iassumed there is this 
yearly increase... I will put in some figures, certainly, 

for Alberta and others, if we can get them. 

MR. NULAN: I was going to ask Mr. Cottle, 

Peo te tor tiie Prairie Provinces altogether, is/it not, 

or. Cottle? 

eS. Speaking very loosely. ir. Nolan, these figures include 
some consumption in the hasterly portion of British Columbia 
and same consumption in the Westerly portion of Untario, 

and some consumption also in the North-.est Territories. 

mois what 1s\normally known as the Prairie Province market, 
however. 

This was made up from figures though based on the disapnear-— 
emcee in cach of the three Provinces, was it not? 

It is made up from the computation of the Turner Valley 
production, of the Alberta production, and the imports from 
the custans' figures in the Prairie rrovinces. 

Taking only an estimate for Pecember on the importation? 

Pes. S17. 

But could you tell me what is the disappearance of our crude 
oil in the form of gasoline, say in Manitoba? 

L eannot tell you that. 

aes An heres 

It is in there, yes. But hcw much of Li 2s easotine sch 
cannot say. I know-no place lI couléd obtain thea iniormation 
for you. 


Sxeept from the individual eonpanies? 
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Excepting from the individual companies. 

The companies themselves. Because the other day Mr. McGrath 
gave us some figures on charts. Then there are some 
figures from the B. A. and there must be other crude going 
into Manitoba from other refineries other than the B. A. 
and the Imperial? 

Going into other refineries, you mean? 

Yes. Iwas wondering if there was any way we could get at 
the consumption in sianitoba of the Turner Valley crude, 

just as a Province without any imaginery market? 

mY would be very difficult. 

Would it? 

Very difficult. 

MR. FRAWLEY: We know the number of refineries 
in ianitoba. There are not very many. Are you speaking of 
the consumption of crude? 

es crude or total products. ir. Nolan, you want the amount 
of Turner Valley products in Manitoba, do you not, or do you 
want the total crude oil that is shipped to Manitoba as such? 
Hie a VLAN I do not know what we want. 

If you want the number of barrels of crude oil that go into 
iwanitoba as such it is readily available, but if you wish 
fo know the total consumption of petroleum products in 
Manitoba which were derived from Turner Valley crude then 

I cannot tell you, and I do not know who can. 

You can tell me how many barrels of crude go into the 
Frovince of Manitoba, that is as crude’? 

AS crude? 

That is not the whole picture? 

Oh, by no means, pee the Manitoba market is largely 


supplied from Moose Jaw and Regina. 


Mr. McGrath, on his charts that were marked here as Exhibits, 
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reduced Puvail Go barrels of 511? 

Yes. 

Crude? 

Yes, sir, and he reduced. that, as I understand nun doh 
Lesting the consumption ¢f the various products at each of 


his sales stations in that territory. 


And them working back into the crude which would be ne cessary 


to produce that consumption of refined products? 

Bia ise ot oh. 

He got it worked down to barrels of crude? 

Ves. 

You Say you know the barrels of crude that go into Manitoba, 

but that is not taking into mind the refined products? 

[wees thane we are o Little confused there, tir. Nolan. 

iknow the number of barrels of crude that went to any 

Periveries’s know Of im’ Manitoba. 

tet srright, yes? 

And these refineries in Manitoba supplied but a small portion 
of the Manitoba requirements. 

Because the ilanitoba requirements were obtained from outside 

the Frovince of Manitoba? 

Namely, Moose Jaw and Regina. 

MR. FRaWLEY: And the Bast? 

and to whatever extent there were movements from Fort William 

MR. NULAN: Them when you say “crude imports 

from the State of Montana", which is one of your heads 

here, that means into all the Prairie Provinces again, does 

it not? 

Yes. I may say that is the sum of the Montana figures 

supplied from the Conservation Board of the State of Montana. 

I get monthly reports from that body and run a schedule 


totalling them for the year. This may, differ trom the 
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Sxhibit that wr. Plotkins put on the record this morning 

by a few barrels. 

Tam just trying to understand this statement here and see 
if it throWs any light on our problem. Then we produced 
from other fields. There are only other Alberta fields 
producing crude, are there? 

Yes. 

There is no crude being produced in Saskatchewan or Manitoba’ 
| omy el el na ha o 6 ge Lo heve no knowledge of any. 

Well, you would know if there were? 

(ells homies Or Ll might “not I have never heard of any. 
PO tT understand that taking all the other fields in Alberta 
we have 4 production of 51,156 barrels a year from the other 
fields other than Turner Valley in the Province ofA Alberta? 
iiay 1s Trignt.. 

Mr. Cottle,what was that first answer you m:de to my friend 
Mr. Frawley? Fid you say the Conservation Orders which won 
be brought into effect this year, would not restrict the 
Tarougnput in the year 19597 


imac us my Opinion, yes, Sir. That Is the Board's opinion: 


fer tbat Order, is it the present Order? 


The Orders which the Conservation Board may make from time 
to time throughout the year 1939 will not in the Board's 
Opinion restrict the production of Turner Valley below the 
production allowed during the year 1938, and assuming that 
the marketing requirements in 1939 are not greater than they 
were in 1938 there is no reason, so far as the Conservation 
Board can see at this time, why these orders would prevent 
the field from producing the market requirements. 

Well, now, the Board has formulated an Order, just the other 
day, that came into force after February? 


Fepruary ist, yes, Sir. 
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An allowable in crude 9i1 off 10,000 barrels per day for the 
tanner Walley field? 

that is) right. 

And that is fixed upon the market requirements? 

Yes, if you wish to put it that way. That is the maximum 
amount of oil which anyone appears Willing to take from the 
wells. 

Is it the sum total of the nominations of the refineries. 
Is that another way of putting it? 

mee, hati @ way of putting it. 

i Orgerme ieleariiit up, what is this ‘system of ‘nomination: 
Does the Board understand this? 

THE CHATR aN: Somewhat. 

MR. NOLAN: what is the system of nomination? 
Merew ome Jithie confusion as to the word "nomination. 

thee WorGe ims it>oclt means very Little to me, personally: 
What we do when we arrive at the total field allowable is 
this, in the case of the last order where it was set at 

ten thousand barrels we found out by asking the people who 
we know to be in the business of takhng crude oil, how much 
crude oil they intend to take. 

Yes? 

On the basis of the amount of crude oil which will be taken 
from the field - call it the market if you will - that is 
the field taking, we pro-rated the welis on our conservation 
basis in that: amount of oil. 

And you will continue to do that throughout the year 19 39% 
SEs 

So that your conservation orders, as they 2re brought down, 
Will d@epend upon the amount which the refineries are prepared 


i é cas aS >t quirements? 
to take, having regard to their market requir 


Quite right. 
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fe eS oe 
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THE CHAIRMAN : is that raenc?. Tf mean providing 
I suppose they do not make such demands as would make 

for anerricient operation. of ‘the field? 

Oh, quite, sir. But, in my opinion, the market demand in 
1959 will not be greater than the capacity of the field 

to produce without undue waste. 

WR. NOLAN: But you do not know now what the 
market requirements for 1939 will be, do you? 

ect (dom te axcept that I can make a reasonable estimate 
on the basis of the demand, the peak demand in the year 1938. 
1938 was a good year? 

Yes, 1938 wis not only a good year but there was a very 
Pree ocmand ror.a very short period, due to unforeseen 
conditions. 

PoIiavo,- a JUrder in, force at the moment, an allowable of 
EeeOO0s barrels of crude per day? 

Ves. 

When did that Order come into effect? 

february 1, 1959. 

When is that order going to be changed? 

That is impossible to estimate. It depends entirely upon 
how soon people will take more oil from the Valley. 

PouiG may @oO on for some time? 

Tiomsy or it may not. 

Then you say that the Conservation Board Orders Will not 
restrict the throughput for 1939. In 1958 was there 


conservation throughout the year? 


Wo, the Conservation Orders commenced, as such , on Sentember 


And vrior to that the producer could produce what he liked 


from his own well? 


Mec that) 1 seright.«, There was a dipeline pro-ration or a 


b] 
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buyers’) proeration in effect prior to that time, 
THE CHalRiialy : I was just Womering. I 
remember herring an application for an injunction from 
some Board. ‘ias not that prior to September, 1938? 
A oS TY), 
ie OLAN : that application for an injunetion 
was made in respect to an Order of the Board made in 
August, late in August, wasn’t it? 
A It was dated August Slst, but it wes not effective, I think, 


Wehcaetn Cetober 16th. 


TH: CHALRIEN : That was this Conservation Board. 
MR. NOLAN: Has head Terme hmord Si eae ate 

THE CoaAlTRii.N: I remenber that case of Spooner Oils 
wR. FRAWLEY: nat. Was 19525. Une Order that 


his Lordship heard about. 


THE CH:lRiiais : It was Long before this. 

MR. FRAWLEY: vee, 

THE CHATR.uAN: Had that to do with conservation? 
MR. FRaWwLey : The Supreme Court of Canada 


threw out that Conservation Act in 1932. Reported in 19383. 
Then there was not any Conservation Bovrd until last July 
Or aueust, and this first Order came into effect on the 
lst of September last. There was also an applica- 
tion to enjoin that. 

Pee Check 3 I just remembered about some 
previous Board applying to me in Court and you Were saying 
that this Bosrd came into being a year ago. I did not 


understand. 


MR. NOLAN: You mean the rew Board under the 


& 


new Act. The new Act wes passed at which session of the 


Legislature? 


A The Spring session. 
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At the February-niarch session, 1938? 

es weir 

Then there was a Board created but it did not formulate an 
Order until the one which became operative on September 
end, 1938? 

ev sis: Tight. 

Then prior to that there hd been no real conservation 

or pro-ration in the field, had there? 

eNere fag been pro-retion, quite effective pro-ration, but 
it WaS pipeline pro-ration by the Royalite O11 Company. 
Yes, I see what you mean. it. Cottle, there has been a 
good deal said here about posted field prices. You have 
made an examination of that subject, have you? 

In what regard, wir. Nolan? 

In regard to how they are arrived at? 

Oh, yes. J have examined the we thods and the computations 
Piployed in the setting of the posted field prices in 
turner Valley since the posting of September, I Torget ithe 
exact date, but September, 1957. i have had knowledge of 
all postings since that time. 

Pag se Lest posting was Sth Jamary, 1958, waen "iets 
eat is right. 

There has been no change in the nosted field vrice Of crude 


in the Turner Valley since that date, has there? 


You have had time, of course, and you have examined the 
charts that Mr. McGrath brought up, wr. Cottle? 


Mes, - heave. 


I am sure the Commission would like to have your opinion 
as to the date of Turner Valley losing the Manitoba market? 
Well, any opinion I may express on thet subject, Mr. Nolan, 


would have to be predicated upon an assumption. 
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A great deal of the work of this Commission has been 
predicated upon assumptions? 
That is to say, if there is no cut in the price of Torney 
Valley crude it is apparent from Mp. McGrath's calculations 
that it is uneconomical to retain the present market. 
But no ovidence has yet been submitted to satisfy me that 
that market will be lost. 
Weld, now, E do not follow that. 
MR. HaRVIitt: Mr. Woolley's evidence...... 
Yes, pardon me, with the exception of i>. Woolley's stateme nt 
MR et LAN): POU Gre vein & BADOUT. oe eee 
I am talking about Mr. iicGrath's statements. 
Poy re saving now there is no expression of policy 
Pe oeemiiperia hl Ol on that. yoint? 
That 1s) right. 
Povey oo 8 So far as’ to say it as uneconomics for the 
Imperial Oil at the moment, on Mr. McGrath's figures, to 
supply the Manitoba market with Turner Valley crude? 
That is the logical inference which may be taken fram ur. 
weGrath's statements. IT have not, however, analyzed those 
stztements in detail, tir. Nolan. | 
You have done a good deal of research into this matter 
in the last few months, Mr. Cottle, haven't you? 
Into this particular problem? 
Yes? 
The price of Turner Valley crude? 
Yes? 
No, I have not within the last few months. 
T would like your oninion, h:sed on whet you know, as to the 


denger, if it exists, or if Le does Noll of 2] lurner 


Valley losing the Manitoba market? 
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Wela, i*can say this, Mr. Dotan. eh was operating 4 
refinery at Sarnia and if I was operating a Perinenry 2 
Regina -nd I hed my free choice of crude. Comparing 
Illinois crude at a posted field price of $1.15 and Turner 
Valley crude at a posted field price of $1.30, that I 
would supply the Zastern Manitoba market from the Sarnia 
refinery. That does not mean, however, that if I were the 
Imperial Oil that I would do the same thing. Does that 
answer your question? 

immeoes and 1% does not. I want to know if by reason of 
your examination and the research which you have made, yow 
Mave caie tO a cOnclusion yourself, based on your own 
Observations and upon your own examination, as to whether 
there is or is not a danger of the Turner Valley losing the 
Manitoba merket? 

In the absence of a cha ge in the price of. furner Valley 


i] 18 9uite a-~varent there is 4 danger of some markets 


rie: 


Paw loc, TO the @astern fields. 


Mes.) ow, that will affect the throughput, «2. Cottle? 
That would affect the througnput, yes. 

me 1939? 

Nes. SLr. 

Now, that brings me to another point. Part of the task 
of this Gommission is to arrive at, or rather to enquire 
into the field price of crude, to undertake an Inquiry 
into the factors which enter into the determination of 
the field price and the factors whic ought to be taken 
eae suns in fixing the field price, including, for 


wi fers | evant: 
example, the following matters insofar as they are rel 


prices in competitive fields; genuineness or otherwise og. 


a fair return upon capital 


competition from such Tieids:; 
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properly invested, heving regard to the speculative nature 
of the business; and any other matter properly to be tz:ken 
into account, and the fair and equitable field price which 
should be paid. As I understand it that is, in other words, 
in a few words, an examination into the propriety ofa 
Pocved field price, is it not? 

A Mes wevla7t 16.4 18ir Statement, I think. Into the present 
f1eid vrice? 
MR. FRiaWLiY: what do you meyn by propriety? 
MR. NOLAN: Nell, or impropriety. 4t says 
an enquiry into the fair and equitable field price which 


should be paid. 


A fete it) is just as it says, Hr. Nolan. 
MR. FRAWLAY : Lt puUrporis to analyze thet tired 
Del Ce. | 

Q MR. NOLAN: lo eamlyze That fiela price, abe 
co alted a pirae We know that the field price is $1.30 for 48 
gravity? 

aA mes. 

Q That was the figure that was used. Supposing this Board 


comes to the conclusion that the field price should be 
reduced, will that affect the throughput of the pipeline? 

A Tt may or it may not. If the purpose of the reduction is 
to expand the market available to Turner Valley crude it 
Would affect. the throughput. But the reduction may be 
for some different purpose altogether. 


What other purpose could it be for? 


> 


A It may be for the purpose of retaining the present morket 
or it could be for the purpose of adjusting some inequalities 
in the price, or for a variety of reasons that might be 


found upon investigation. 
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What I wanted you to tell me, if you can, Mp. Ottle, 

is whether fluctuations in the posted field price woulda 
Cruse fiuctustions, in the throughput of the pipeline? 
Not necessarily, tly. Nolan. I cannot answer th:t in the 
affirmative with any definite certainty. I+ would devend 
moon whe cause of the fluctuaticns. 

Suppose the posted field price is increased, what errecy’, 
in your opinion, would that have upon the throughput of 
the pipeline? 

All other things remaining equal, if the price of crude 
to-day was increased, is that the proposition you are 
putting to me? 

Yes? ; 

Poewound tiiwke it more difficult for the refiner to sell his 
ieee nrodicts 2st present rrices. In other words, it 
would mrrow the spread between the refined »yroducts and 
tae crude oil. 

gear it Were mone difficult for him to market his produets 
the market would be limited to that extent? 

Not necessarily. If the refiner is marketing refined 
products in an outside territory it would make it more 
Giffieult to market in that territory. It would make no 


difference whatever in the normal territory available to 


ioe fied. 

THE CHALRALAN : Will you be some time, Mr. holant 
MR. NOLAN: No, just a minute. 

THE BHATRMAN: IT do not want to hurry you, 

MR. NOLAN: Perhaps we had better adjourn. 


I will only take a few moments in the morning. 


THE CHATRWAN: entlemen, you are keeping in mind 
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“the things you are to produce. hy thou ght is they should 
be done before we close this brench of the Hearing and 
that the closing of it will not be delayed because 
something is not ready that you have undertaken to produce. 
You will have that in nina 

Dens FHAWLEY S| Yes, Mr. Chairman; 

wR. NOLAN: Voesqu my) Lord. 

aot his oe the Hearing was adjourned until 10:30 a. m. 


14th February, 1939.) 
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- IN THE MATTER OF a Commission, dated the 
12th day of October, A.D. 1938, to inquire 
into matters connected with Petroleum 
and Petroleum Products 


Commissioners: 
The Honourable MR. JUSTICE McGILLIVRAY 
(Chairman) 
—and— 


L. R. LIPSETT, ESQ. 
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"171" » Four panphlets entitled "Petroleum Fuels 


in Canada; Deliveries for Consumption, 
for the calendar years 1933, 1935, 1936 
and 1937. 4591. 
(a), (b), (e), (a) 


Showing consumption of petroleum products 
in Alberta. 4392. 


- Pamphlet issued by the Dominion Bureau of 
Statistics re Gasoline and Petroleum Products 4393. 


= Telegram from &. V. LeSuecur dated 10th 
February 19359 re Policy of Company. 4400. 


- Telegram re Saskatchewan Gasoline Sales, 
mI0o,) 196”, L938. 4488. 


= Telegram re Manitoba Sales, 1940, 1987 
1938. 4490. 


= Telegram re Saskatchewan Sales, 1926, 
tan, 1950 and 19d). 4492. 


“FF astimated Cost of a separate pipe line 
terminal as prepared by the witness S. G. 
Goultis. 4495. 
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Mie NOLAN: Mr. Chairman, I had not 
quite finished asking iir. Cottle the questions I 
intended, if I may proceed. 

THE CHATRMMAN: Yes. 

having been recalled, examined by Mr. Nolan seid: 

Q Last night just before the adjournment, Mr. Cottle, 
I was putting to you what affect in your opinion 
wouid an increase in the posted field price have wn 
the throughput of the pipeline and you said all 
cther things remaining equal, if the price of crude 
today was increased, is that the proposition you are 
putting to me, I am reading from page 4382. 

tA. <ALL other things remaining equal, if the 
price of srude today was increased, is that 

the proposition you ars putting to me? QQ. Yes? 
Ae 1G would make it. more difficult for the 
refiner to seli his refined products at 

present prices. In other words, it would nar- 
row the spread between the refined products 

and the orude ofl. @- And if it were more 
difficult for him to market his products the 
market would be limited to that extent? 

A. Wot necessarily. If the r+efiner is market- 
ing refined products i an outside territory 

it woule make it more difficult to market in 
that territory. It would make no difference 
whetever in the normal territory available to 

the field-* 
I do not quite follow that. Mr. Cottle, so perhaps 


I might just go bvacK,10W if the fiehd price 22° an> 
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creased, the posted field price is increased, would 

that in your opinion have any affect upen the 

throughput of the line? 

That is if the present price was increased. 

Yes, take our price for 48 gravity crude, if it was 
increased? 

That would depend entirely upon the relationship 

between the present price of $1.30 and the price of 
Cutbank crude and the price of Illinois crude. 

what you meant by saying "other things remaining 

equal", you mean if the prises of these competing 

fields remain the same? 

Yes. 

And ours goes up? 

And the price of refined products remain the same. 

And the posted field price goes up, what happens to 

the throughput? 

Well that wovld depend entirely upon the relation- 

ship between the present price of Turner Valley 

crude and the proper price of Cutbank, I.mean Dy that Mr. 
Nolan, that it is possible that the price of Cut- 

bank may be low in relation, may be high I mean at 

l6ast in relation to the price of Turner Valley 

crude, in which case it would be possible for the 

price of Turner Valley crude to go up without in 

any way affecting the competition at Regina be~ 

tween the two crvudes; if however the competitive 
relationship between the Cutbank crude and Turner 
Valley crude is very ciose then any change upward 


4n Turner Valley would of course affect the compet- 


ition at Regina. 
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rey And if it were very close and the competition at 
Regina was affected, what would that have to do 
with the throughput of the pipeline? 

A Well depending upon the policy of the people using 
crude at Regina, it would have an effect on the 
pipeline. 

a well what affect? 

An increase in price would perhaps have a tendency 
to restrict the consumption at Reginu. 

Q Yes, and then when yov. say “if the refiner is market+ 
ing refined products in an outside territory it 
would make it more difficult to market in that ter- 
Pitory"™. 

A Yes, I mean by tmt. Mr. Nolan, that arn increased 
cost of crude at Regina would make it more difficult 


for a Regina refiner to shiy refined goods Hastward. 


Yes? 


& 


With an increasing freight rate without an increase 
in refined products to compensate for it. 

) Yes, when you speak of an outside territory so far 
as refined products is concerned, what do you mean, 
you mean a territory--- 

A — mean a territory removed from the refinery where 
an increase in price above the orice at the refinery 
point, that is the price of refined goods above the 
refinery point is not sufficient to take care of the 
increased transportation costs to that point. 

Q Yes? 

An example of that is Southern Alberta where the 
tank waggon prices on gasoline, that 8 the prises 


on refined products gets lower as they approach the 
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Border and of course the cost of transportation to 
those points gets greater. 
Yes? 

A In a territory North of Calgary however the in- 
crease in prices of refined products is sufficient 
in all cases to take care of the freight from Calgary 
to that point so that no change in the price of 
crude would affect that situation. 

Q Yes, but you seem to give the refiner what I might 
Gall "an inside" and "an ovtside" territory, how 
is that line drawn, I mean is there a certain ter+ 
ritory that the refiner serves, you say "if the 
refiner is marketing refined products in an oute 
Bide territory", outside of what? 

A Well IT used the word "outside" merely to indicate 
a removing from the vefiner, and a point beyond 
which the returns from the sales of refined pro- 
ducts get progressively less. 

@ In other words, it is the economic boundaries of 
the refinery? 

A Yes, although there ave several ways of speaking of 
"an economic boundary". 

Yes? 

The economic boundary between two oil fields is 

quite different than the economic boundary’ in 

relation to refined products from a refinery, or 
may be. 

@ When does the territory of the refinery become an 
outside territory, give thas to me again? 

A Well my conception of an outside territory in ae 


relation toa vefinery is the territory in which 
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the sales of refined products give a lower netback 
than the sales in the inside territory. 

Yes? 

Now by net-back I mean the realization from the sale 
of refined products at the refinery, deducting 
freight. 

Yes- Now just one cther question, assuming that the 
market in extent remains as it is in the Prairie 
Provinces, in your opinion will not the throughput 
cf the pipeline be directly affected by the crop 
conditions which exist in the Prairie Provinces in 
the year 1939? 

On that assumption it would, I do not think that 
that is a proper assumption, 

Why not? 

Because from the past on ths figures as we knew them, 
notwithstanding crop conditions annual consumption of 
gasoline has increased anc is atill increasing. 
Steadily? 

Yes. 

Through all the Provinces? 

I would say, yes. 

You have brought some figures this morning on that? 
I have figures on the Province of Alberta. 


Well have you any figures on the Province of 


Saskatchewan? 


MRe FRAWLEY: L have wi 


MR. NOLAN: ' Perhavs I have them. This 


is not really mine but you havs ho op jection Lit LT 
pit bbe in? 


MR> FRAWLEY: NO» 
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Q MR. NOLAN: © ire Gottle, you are fem~ 
iliar with these publications, ere you not? 

4 These are publications of the Tepartment of Mines, 
Mines Branch, Ottewa, shined MPeb colons Fuels In 
Canada; Deliveries fer Consumption for the Calendar 
Mears 1960, 1965, 1936 end 1937", 

Q Yes, they are issued under the autherity of the De 


partment of Mines, are they not, of Mines and Re- 


sources? 
A Yes; in co-operation with the Pominion Fuel Board. 
Q MR. NOLAN: Were these the books you 


were going to get, Mr. Frawley? 

MRe FRAwW LOY: No, I wired this morning 
to the Gasoline Tax people in regina and Winnipeg. 
MR. NOLAN: I heve not 1934, Mr. 
Chairman, but these are eutnoritative books, Mr. 
Gottle? 

A I do nat know the books at all, I have never seen 
them before but I would assume them to be author- 
itative. 

GY Well hewe you any reason to doubt.that the figures 
contained in them are accurate and correct? 

A No, I have no reason. I do not know the sources of 
she information although that is no doutt shown in 
the tables given in these pamphlets. 

MR. NOLAN: Well perhaps there will be 
ne need to put them in if my friends will provide 
the Commission with these figures on gasoline 
consumption for the Frovince of Saskatchewan. 


a MR. NOLAN: How many years have you 
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yone back? 

A In Alberta I have the statement in front of me for 
the calendar, for the fiscal years ending March 31, 
1956 to 1959 inclusive. The 1939 being estimated 
vy the Provincial Secretary's A ee 

a what you are giving us is the trend over a three 
year period? 

A For a four year period. 

Q Well you are estimating 1939? 
Peo nob Sotimatving 1939, no, the fuel oil tax 
Feople estimated the first three months of 1939. 
They have the complete figures for the high con- 
sumption period from April 1, to December 31, 1928. 
MR. FRAWLEY: That may as well go in 
now, Mr. Nolan. I had that prepared this morning 
especially to put in and at the same time if there 
is anything in these Dominion Publications that 
my friend wants to call the attention of the Crcm- 
mission to, they can go in. 
TH CHA TFiiAN + I see no reason why they 
Should not go in. 
MR. NOLAN: No, they are published 
under the authority ef the King's Printer and may 
they go in as one exhibit. there are four volumes, 
perhaps not, sir. | 
THE CHALHKwAN: | we had better keep them 

Beparate> 


MR. NOLAN: Yeu, thes there 1s--< 


THE CHA IRwié Is. Cf course if it Tsai more 


Convenient we can make them exhibits, supposing we 


Me 


a , f, 
er o 
Mat 
1 
Vaan me 
‘ . 


rod 


, . 
cope: e 
z ey 
wi 


. Nee y ‘a - ae ¢ 
ry . ‘ « _ s ‘> A. -. 
wi “” bred enn 
os -- 7 ‘ ‘ é , v« 
ren Py ‘a . y: Ais Kone a ' 
s} ce . at - oe wa 1 
" ot 2s a a” * - v 
3 ae mate aos Pra Ca” @ 
- ‘ Ribs one e < cx = 
ey a o ae . 
1 fi . > te 
E ee c , Or ac s 
: i Ot 4s fall Sec regt 
oe 5 rae 2 * 
3 y ; ree me 
. . - erie - 5 ~ 
a Ne a eT zi 
2 a Feast, ae 5 nk bs 
re . Tan, é Soak 
, Fe, * t 
% ea N - * ; 
i iG ‘ race iss ) 
, 3 . 4 3 ’ Jheit ‘ 
F ‘ E a a ‘ ’ > E . 
; Cis Pees ont, 
£ y t . ect 
, & Ros e oy 
i> ea ms Pos Pas 
; the i ' ’ inh . 
: A: * » AT 
Ken ae an $ “Ng 
ia - 2 ; 2 
es . . en 
4) roe 4 
Ss ( ; 
a 3 ‘ “ie 
ase * ae i J Pra a 
ee : ja} 
a % y eg ~ 
; uy Neon 4s : : 
% (es . : 4 a c 
“ “ i fos “a 
oa aN a ° oye 38 24. ae 
: el ; ss ~ F 
= on - ae Ns : 
aed ’ wong te ~ 
em) 4 a 
ao - . 
fe . oe q las J + 
cee ee ates M 
, x, - . ~ mY 
a . 
: 2,28 ~ { : 
f = a ~ Y 
wey ~ 
* - ~ qT : 1 
¢ aes, eo] ies e = % ay : a } 
a ‘ 4 > ye ee 
“ : a : — ; : Se sd : 
* Any ‘fy - 2 ¢ ry 
‘ be 2 x 
es i , aan “a : : Ayre 
se a ca i : Bos) ”, 4 
‘ -4 ee $ 4s. “e = $ 
cs : a taf = ooh + S ‘ 
2 . ‘ i Pans a jul wo 
Ze ™ : 1 rok tae : x “se \ 
C . : ‘. o e oS » 
Sipura i Se : : ‘ ; 
5 : =" oe a ¢ { 
1 ‘; = fe aa Saxe a 
a ne in > Ch, f eee a4 a 
e ate Di att ee ~ Wo See tad 
a sa + : * - nnd 4 
ay aa S nye 5 
oe ee saan f " 
> < \ ‘s 
bs . ” 
° a ae 
i ; 


i 
’ 


s 
~ 
“, : 
nach 
a 
hake 
a7 
.: 
\ 
4 


ae - 
f ..d 
a 
“ 
Sd 
1 oe 
ts ra 


F.G-.Cottle » 4391 4 


=) 


Make them xhibit 171, a. >. 0 and a if you nave 
four or are there only three? 
MRs NOLAN: - I have four my Lord. fhe 
volume is entitled "Fetroleum Fuels in Canada ; 
Deliveries for Consumption for the Calendar yoar", 
and 171 (a) will be for the calendar year 1932; 
then for the calendar year 1935 will be 171 (b); 
(G))41e 1936 and (ad) is 193%. 
(VOLUMES ENTITLED "PETROLEUL FUELS 
Il’ CANA" A;DULIVERIES FOR CONSUMP- 
TION FOR THi CALENDAR Yw2aARS 1923, 
1985, 1935 and 1937 HERE MARKED 
DPOB ITS. VL wads: (oN. te) 
end Ct) o.) 
THA CHAIRMAN: Was there something you 
wished particularly to call to our attention? 
MR- NOLAN: Lf you will Look at Pable 
2, Sir, in each of these volumes and it appears in 
each instance on page 2, you will find the com- 
parative figures for seach of the Provinces frm 
the years-1930 to 1937 inclusive. The figures 
given, sir, opposite the Provinces on that Table 2 
are in million gallons as is indicated in the 
legend attached to it and the figures that I want 
tO particularly direct your attention to were the 
figures for the Province of Saskatchewan. In the 
year 1930 the figure is 77 million; in 1941 it is 
49 million; for 1932, 34 million; 1933, 42 million; 
1934, 37 million, 1935, 39 million; LISS. 46 
million and 1937, 46 million. 
MR. NOLAN: Now ir. Cottle, cam you ace 
count to me for the drop between the year 1930 and 
let us say the year 1933, from 77 million to 32 
million? 


Lohse Lt ie “Ss reasonable assumption that crop 


conditions in Saskatchewan caused that drop al- 
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though I do not know. 
Yes? 

A There has been a very uniform consumption since 
that period. I have never taken my esac ba ek 
as far as the year 1983 and at wes not aware+-- 

Q You agree it is well to take them back if you are 
going to compare them. You were going to put that 


Tee ew LN Dh it inh for you tf. thie’ ia the 


time? 
A Yes. 
(STATE:ENT PRO- 
DUCHD HERG 
MARKED AS ZXHIBIT 
ny 7eNn ) 
2 Will you describe this to the Commissioners, please, 
Mr. Cottle. 
A Exhibit "172" is a statement of the increase in the 


consumption of gasoline in the Province of Alberta 
for the years ending March 31, 1936,.1937, 1938 and 


1939, 1939 being sstimeted. 


MRe FRAWLEY: It indicates when the 
fiscal year ends, doss it? 
A Yes, Miarch 31 in each year. The consumption, the 


taxable sales at. least in 19360. for the year end- 
ing March 1, 1936 were 44,771,001 gallons; in 
1937 the taxable sales were 56,840,407 gallons; 
an inerease over the previcus: year of 12,069,406 
gallons or 26.96%; the sales for the year ending 
March 31, 1938 were 67,235,895 gallcens, an ia- 
grease over the previous year of 10,495,488 gal~ 
lons or 18.29%; the sales for the nine months 


ending December Sl, 1928, plus the estimated sales 
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for the three months ending March 31, 1939, are 
74 million gallons, an increase over the previous 
year of 6,764,105 gallons or 10.06%; the Seca in= 
Grease in the year ending March 31, 1936 to the 
year ending March 31, 1939 being 29,228,999 
gallons, an increass of 65.28%. Now it must be 
Kept in mind that those sales represent the sales 
of taxable fuel oil as reported to the Department 
oflthe Provincial Secretary and prior to May L, 
1936, certain heavy tractor distillates ané other 
heavy motor fuels were not taxable under this, 
the Fucl Oil Tax act. Thersfore the figures for 
the year ending March 61, 1935 do not include the 
Salesof heavy tractor distillates so that the in- 
Grease shown opposite the year 1937, of 26.96% is 
not an actual inorease, may not all be an actual 
increase in consumphion over the previous year. 
MR. FRAWLEY: ire Chairman, while we 
are dealing with these Exhivits IL suggest that 
a statement which came fron Ottawa only this 
morning and which ~- am just showing to my friend 
now, may be filed besause it shows the 1938 figures 
and those that my friend has just filed ended at 
1937 and it might be a good place to put in this 
further @xhibit, which is a pudlic pudlication of 
the Dominion Bursoav of Statistics. 
MR. NOLAN: And does it show the 
marketing of petroleum’ 


MR. FRAWLEY: Table 5 in this monthly 


report shuws the monthly sales of gasoline in 
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Canada during 1937 and 1938 and it is Table 5 that 
‘ I am directing attention to, on page, co OF This 
pamphlet, and perhaps the pamphlet had better be 
marked now, sir. 
THS CHA IRMAN: Ben LoL, L7G. < 
(PAMPHL@? ISSUED BY 
TH DOMINION BUREAU 
OF STATISTICS PRO- 


DUCED AND HERE 
MARKED AS MXHIBIT 


A AGS 
WAJOR LIPSHT?: dhat is the Saskatchewan figure 
Lory o8. lire Frawley? 
MRo FRAWLAY: That is just what I was going 


to sali your attention to now, Table 5 and going at 
once to the Province of Saskatchewan the total 
sales of gasoline to the end of November only in 
the year 1988 was 62,284,009 gallons and the figure 
Pots, bO.see af it checks, with Lr.) Notan's, 

is 46,278,000. 

MWiRe NODA: My figures are only given in 


the millions “6 million- 


MR. FRAGHY;s — That would be the comparison. 
MRe NOLAN: YOSe 
MR. FRAWLEY: 46 272 000 gallons for the 


year 193% and 6%,234,000 for the year 1938 to 


the end of Ncevember only. 63,284,000. 
MRe HARVII: tr have been supplied with the 
figure for the year on Saskatchewan. 


THE CHA TRiAN: Fux the year 1938? 


MWR. HARVIE: Yes, 19 15s Yo, eye. 
MR. NOLAN: As I was saying, sir, table 


= RRC PR el 7 silenh | v4 4 . 
2 on page 2 of Exhidit "171i" will give you the 
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history up to the year 1957 inclusive. 

Q MRe NOLAI: Mr. Cottle, these figures of 
yours which have just been put in on this state- 
ment, of the increase in the consumption of gal 
lons is based upen what, of information obtained 
from? 

A From the Department of the Provincial Secretary, 
the Department which collects the Fuel Oil Tax 
and I presume that that is the source of the in« 
formation appearing on these pamphlets. There is 
no other source thac I know of for that informa 
tion. 

@ And then you say that there had not been taxes on 
tractor fuels and heavy motor oils? 

A Not on heavy tractor distillates. 

a) You say the sales of tractor fuels and heavy motor 
oils were nct taxable prior to May 1, 1966? 

A Tractor fuels which were not taxable prior to liay 
1, 1936 was what were then known as "tractor dis- 
tillates", I forget the specific gravity. 

ia) Are the same fuels being taxed row that were being 
taxed on May 1, 1956? 

A Yes. 

Q Is there any change in the system of taxation? 

Oh yes, on iiay 1, 1966 all motor fuels became 
taxable. 

Q Has there been any Ghamge in the soategory, the 
subject of taxation since liay 1, 1956? 


A Wo, not that I know of. 
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There seems to be such-a wide variation in the figures, 
Mr. Cottle, I am afraid I do not understand them. TI 
wonder if you would mind looking over this with me. 
Wiese an Your axnibit ipo" as show for 1938 
44,000,CO? 

That is for the fiscal year ended March 3lst, Mr. 
Nolan. I presume these are for the calendar year 

are they* 

Yes? 

Yes, these are for the calendar year, and that would 
account for some discrepancy. 

In each year it would account for the discrepancy? 

Yes» 

Your figuress end the dlst of barchyand these are for 
the calendar year’ 

Yes Sir. 

Thank you, Mr. Cottle. 

Lm. FRALEY: Just dealing 
with that, lir.Cottle, in the frovince of Saskatchewan 
and in the Province of Maniteba,wheat petroleum products 
are taxable under the Provinoiel Gasoline Tax Act? 

As I understand it only the products which were 
formerly taxable in Alberta prior to lay lst, 19356, 
namely gasoline and light tractor distillate. 

So that in the Province of Saskatchewan and the Province 
of Manitoba, heavy tractor distillates are not taxable 
at all, and do not appear, therefore, necessarily, in 
any of the figures which Mr. Nolen has given, or which 
I have indicated by sxhibit "17". 

That is my understanding, and the taxable ge llonage 


figures given for the Provinces of lanitoba and Saskat- 
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chewan do not reflect the petrole um consumption in 
those Provinces. 

Q You will observe on the Dominion Bureau Statistics, 


Exhibit "175" that it is found necessary to make a 
special note with respect to the Alberta gallonsage to 
the fact it included 9,000,000 gzllons, consisting 
largely of heavy oils and kerosene? 

4 aS 7% 

& Yes? 

A Yes, to that extent the figures do not correspond 


With the oth2r trovinces. 


One CHS I RMEM s where is that special 
note? 
Mie RAD AY: On Page 3 of »xhibit "175". 


Note C at the bottom, which is a note to the Alt rta 
figure, which I did not read into the record because 
we have it here otherwise. But the note is "Ineludes 
9,430,126 gallons consisting largely of heavy oils and 
kerosene." I simply call the Commission's attention 
to the fact that note was made for the obvious reeson 
‘in =6the other Provinces these fuels and these products 
are not the subject of a tax at all. They are products 
of a refinery in any event? 

A Oh yes. 

eI They are products made from crude oil’ 

& Yes. 

In the Provinces of Saskatchewan and wanitoba for the 


present at least, they sre made from Turner Valley 


erude oil? 


A That is right. 


Q But they are not taxable. So that to give the Commission 
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@ proper picture of the petroleum consumption, of 
refined product consumption in the Provinces of 
Manitoba and Saskatchewan it must be kept in mind 

that there is a considereble quantity of tractor fuels 
which do not appear in the gallonage figures at all. 
Yes. In explanation I said that the taxable gallonage 
sales in Saskatchewan and ienitobe do not reflect the 
total consumption in these Provinces. Variation in 
the taxable consumption, however, would indicate or 
would reflect a variation in the total consumption 

but the total consumption in Seskatchewan and Manitoba 
cannot be determined frou the taxable sales figures. 
Because under their system of taxing thes¢ annual 
figures which are in any of these Hxhibits, these 
heavier products are not the subject of a tax at all? 
Paps right. 

But in this Province they are? 

That is right. 

At least have been since Ma; ist, 1936? 

Yes sir. 

Now Mr.Cottle, you told Mr. Nolan yesterday that you 
agreed with him..... 

THE CHALRMAN: Does the witness know anything 
about the year 1930° 

MR. FRALEY: Ine+ees 

THE CHSTRMAN: In Saskatchewan. I was 
wondering was that an extraordinary crop year, Mr. 
Nolan? 

’R.NOLAL: I do not Know, sir. ‘tie 


have the figure but there is no explenation. 


TH CHAIRMAN: Somebody must Know some- 
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thing about 193C. It is not very long ago and some 
Lecsiwtanmer -Or some bod ya oi 
It. BRAWLEY: In any event it is 
probably worth my while communicating with Saskatche- 
Wen. eiydid not ask them»for thatvatiall. 
THs CHAIRMAN: It seems to me such a 
remarkable jump there must be some way of accounting 
for it. I think, perheps, that should be cleared up 
ix it conveniently can be. 
Eine FRhivlus Ys Yes. 
Mr. Cottle, lim. Nolan was putting to you yesterday 
what would follow if the Imperial Oil brought into 
the Sarnia area, what is called the sarnia area, 
what is called the sarnia area in Manitoba, gasoline 
made at .arnia from Illinois crude, and you agreed, 
made an obvious agreement with him that if that were 
done that this frovince - ovr crude would have to 
lose that Manitoba area? 
Yes. 
Paomcnis pOlnt.. perhaps, Mr. Chairman, in view or 
thet, to follow that up, I should now file a telegfau 
which Mr. Nolan has handed to me this morning. This 
is a telegram from R. V- LeSueur, Toronto. It is 
@aated the lCth of February, last Friday. It reads 
Ser Ol LoVe. = 
"referring to your telegram of 9th instant 
advising Commissioners require definite state- 
ment of policy by Company in regard to evidence 
of dames McGrath (step) Gompany's settled 
policy is to use Turner Valley Crude wherever 


possible (stop) Because of competition fron 
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"new Illinois production and so long as 
present conditions exist Company finds 
itself unable use Turner Valley Crude for 
Supplying large pazt of Manitoba despite fact 
that we are producers in that field (stop) 
This will result in agit? average reduction 
of requirements of Turner Valley Crude for 
Regina Refinery of approximately 2,800 barrels 
and in reduction in price of white products 
in portion of Manitoba so served (stop) 
Company's policy as to Regina refinery is 
subject to similar eccnomic factors based 
upon Montana competition but no definite 
policy has as yet been decided upon." 


TEREGRAM IN @UIUTION I5 
NOW MARKGD HAHIBIT "174". 


Well do you find the figure that lr. weSueur now gives 
us as 6 reduction, the daily reduction in Turner Valley 
requirements, do you find that figure in any of Mr. 
MeGrath's charts? 

Rov .do nots (I find. on, Chart No. 4, ‘however, \the 
Samnia Refinery territory set out at 2.649 barrels, 

and I presume from Mr. LeSusur’s telegram that it is 
his intention to supply tie Sarnia Refinery territory 
from Sarnia, and not to interfere at the moment with 
the territory which he woul¢ ecnsider as belonging to 
the Cutbank field. He says "The Company's policy as to 
Regina Refinery is subjcot ‘to cimilar economic factors based 


upon Montane competition but no definite policy has as yet 


been decided upon-" 
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A I take from that that his figure of 8;850 barrels 
refers to the territory ih Manitoba, that is com- 
petitive with Sarnia and Illinois erude. 

Q You take it first of all from this telegrem that insofar 
as the statement of policy, as far as the Company's 
definite policy is concerned, the Saskatc tewan 
situation is being left as it is? 

That is my assumption from the telegram. 

Q But that is going to displace Turner Valley crude in 
& Qartain portion of Manitoba with Illinois crude? 

A Yes, in thet portion where he calculates Turner Valley 
crude at present prices cannot compete with Illinois, 
ecomomically. 

Q , Now, Mr. Cottle, we have pretty well now the policy of 
these two major purchasers in Turner Valley, purchasers 
and refiners. Will you nov tell me to what extent 


these changed policies will affect in the whole of the 


a 


year 1959 the “whole of the through put of the Royalite 
pipe line? Give me your answer and then work it out? 
A Well using Chart No. 6 as the basis for the assumption - 


that is @xhipit "142". 


Q Better say what it shows as you go along. 

A On Ghart Number S it ShowS-..... 
TH2 CHAIAMAN: . Chart Now 3 of Bxhibit 
wha t? 


A Being Zxhibit "142". That is a computation of the 

-averag> Value of Turner Valley crude at the well for 

refining at Calgary and xefina refineries in compet- 
ition with Cutbank crude at ,1.00 for Celgary and 
81.00 for Regina, and Illinois crude at ¥1.15 for 


Sarnia. On this chart the Sarnia Refinery territory 
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consumption in Manitoba and ‘vestern Ontario is estimated 
at 2.649 barrels per day for the year 1939. Mr. LeSueur 
indicates in his telegram that he intends to displace 
Turner Valley crude in that area, and presumably in a 
Slightly larger aree, extending further “estward, 
totalling 2,850 barrels. the total estimation of 
Imperial Oil's consumption in the entire Prairie 
Province area represented by the three coloured 
Porvions on: the map, exhibit "14a", totals 13,766 
barrels per day. piace 

ES, 7667 

13,766 barrels per day. Now that, Mr. MeGrath 

Stated, was the Imperial's estimate of their require- 
ments in that territory in that vear. Mr. LeSueur 

now tells us that of that total market 2,850 barrels 

of Iliinois erude will be used to displace Turner 
Valley crude, leaving a consumption for Imperial Oil 

in that territory to be supplied from the Turner Valley 
crude to the ext ent of 10,916 barrels per, days. On 
axhibit "165", being the map submitted by Mr. ‘Joolley, 
on behalf of the British Americen Cil Company Limited, 
the economic line between Turner Valley and sast 

Texas is shown, and the consumption in the respective 
territories for the yeer 1958 is shown in @ note on 

the map. On this #xhibit no attempt has been made 

to estimate the 1939, consumption as has heen done by 
Imperial Oil on wxhibit "idan, But the actual con- 
sumption in area "B", which is the smallest area 

which fir.‘Joolley seen to the Turner Valley field 

was 1,600,000 barrels for the year 1938. 4ssuming 


that that consumption for 1958 will be realized ih 
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1939, we may add that figure to the figure i 

have computed for Imp:rial's area assignable to the 
Tarner Valley field. 

VHS CHA THIN: One million and how 
much? 

1,600,000. 

Yes? 

1,600,000 barrels per year is an averege of 4,384 
berrels per day. Fe, 
PeouveguU, vhat is that? 

1,600,000 per year, which is the consumption estimated 
focueree "9B" on ixhibit "L65" is egquival ent to 4,584 
barrels per day. 

Yes? 

Adding that ene to the remaining portion of the 
Imperial market we have a tovel of. S aeuti es 

tO Stmperial? 

Imperial's being 10,916 barrels pe. day, my previous 
calculation, the danaa consumption which Imperial Oil 
has estimated for the year 1906) for their own require- 
ments, plus B.A.'s requirements, actual requirements 
in the year 1938 which will be assigned to the Turner 
Valley field in 1939, is 15,4500 barrels per day. 

Now in addition to the recuirements of Imperial Oil 
Limited, and British American Oil Company Limited, 
there are other refineries in Saskatchewan and Manitoba 
and in fact in Alberta who, last year.... 

THs COALTHMAT: There is certainly one 
in Alberta we have heard of. 


And who use the pipe line. One of these refineries is 
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re) 


records of the Petroleum and Natural Gas Gonservation 
Board I would estimate the North Star requirements, 
assuming that that Company continues to teke Turner 
Valley crude, and I have no indication at the moment 
that they will not so continue, their requirements 
would total, [ would think at least 30u to 500 barrels 
per day. 
fone PRAVLOY: What do you want to use, 
400% 

I can get the actual figure later, but I would assume 
400 is a very safe estimate. 

Hot GCHATRMAT: You stay with the horse- 
Deck Tigures. 
Mey Pe LSY: “'@ cannot put in both 
500 and 500. 

Me. NOWAN: That won't give us a 
horseback figure, that machine’ 

400 barrels per day is a very conservative estimate 
Of that Company's consimption. Then there is a 
refinery at Brandon owned by the. Anglo-Canadian 

Oil Company. 

THs CHE TEA Ns The North star is at 
Winnipeg? 
At ‘iinnipeg, yes sir. There is a refinery at 
Brandon owned by the Anglo-Canacian Oil Company 
and I do not think the Anglo-Cenadian Company 
has any interest in any other field, and I think 

they would be very anxious wo use exclusively Turner 
Valley at Brandon. ‘That was their purpose in 
acquiring thet refinery, and Brendon is within 


the economic territory shown on both of these 
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“exhibits "142" and "165" attributable to Turner 
Valley. I do not know the Brendon requirements 

Boe mend, but I think the tote. requiremonts in 
Saskatchewan and Manitoba, exclusive of the North 

Star Oil at VJinnipeg, would be upwards of 1000 

barrels per day. 

THE CHAIRMAn: From the Anglo- 

Canad ian? 

No, for all others including Anglo-Canadian. There 
are others at Regina and severel different points 

in Saskatchewan. 

How much, 1000 barrels? 

I would estimate at least 1000 barrels per day, in 
addition to 400 barrels per day for the North Star 
Oils. I can obtain the actual constumptionn of Turner 
Valley crude at each of the refineries in Sasketchewan 
and Manitoba for the year 1938, and if you wish it, 
Mee ene irmean, Lowill file it later. But on this 
assumption the total consumption would be...... 

What about Lion Oils? 

Me. PLOTKINS: He has not got to Alberta 
yete 

Exclusive of any other refinereiss in Alberta, including 
Lion Oils, the total sonsumptdion is) 16,700 banrels, 
all of which would be transported over the pipe line. 
In addition to that figure there is Lion Oils and 
other refineries in Albert: which heave not as yet used 
the pipe line, but which may in the year 1939. Their 
requirements have been supplied by truck from Turner 


Valley. Lion Oils will bring tne figure based upon 


the Imperisl estimate of their requirements for 1939 


Manga: ott wget 


vf Sar ee es ik 7 
. Risks lees 
og ROME | aNehD gn eT awh 
‘ ANG ae ies Pas Te uy 
> . Be Saw ate ek Pa 
ae ey MMe Le Se fee vie? : 


ter 
la uty 5 
ie, aS ts 
te ay a J Ska 
el Raa g, oy te 
ie ie i ea | 
f * ee. uct ‘ 
Soles me Pay: chee Rida: 
t sar ane 
Pas Ro ee ae pata an 
abies wh ae at Bae Rc vir a , | ny ‘i r ys ° & yer 


t = 


| aad oe MERE ‘sein 


pea. ext he as oun hyd oe 


kine als cj neil “ge fies 


—_ 
7 


re et 
| bates buy 46 van ‘by ai fis b Ave Pra ka 


beet can A. 273 vi 


igus aes sae ont 2h toh ek 


* Rais | ce doicr outs ied Ga bible 
sews ‘a6eed weak ees % r nea | in 


ees ee ; Ama 


i, Abe tit ‘dena apes Viens By 


Dine 


ol 

F.G.Cottle. ~ 4406 ~ 
to at least 17,000 barrels per day, which is more than 
the actual pipe line through put of 1928, that was, if 
my memory serves me rightly, about 16,500,barrels per 
day. 
Mh. ERS LEY: | That is fine. Now I 
think that is all I want to ask you, Mir.Gottle? 

A These calculations, I may sey, are made on the assumption 
GEA Use © es 
THE CHAIRMAN: That Ts notiright) ist. 
The through put was not 16,000 barrels per day? 

b 16,500. 

Q Phe production wes 16,500 wasn't it? 

A The through put included Turner Valley naphtha and 


absorption naphtha. 

Ete PREV LEY? I am reading from 

Penning "95", “The top part of the Exhibit: shows 

the production and the bottom psrt the pipe line 
deliveries, and all crude oil pipe line deliveries 

daily average 15,248, and of absorption and- separator-~--- 
Pepntha 1,055, or a total in barrels ‘per day of 

pipe line deliveries of 16,4036. 

THE CHAIRMAN: Dhete ve cuxnaiod oo: 

Pigs, PR Leb 5 fpelga llcjisyrus nck Oph PyMenndt aX) 

same exhibit shows the production of crude oil at 
16,507, which is a very close figure and that is 
perhaps where the confusion arises’ 

TH. CHAIRMAN: | Yes. 

Pie GOL LS slo ei nl P oe TPs In thet particular saxhibit 


ir. Frawley, the December was estimated only was it 


not? 
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Poe CON ToS? ON IR Lipset. You have to correct 
your figure somewhat. 

I can correct the figure for December. I can assure 
the Comiission that that estimate is very accurate. 
ie 2 Vill put in a-new exhibit. 

ee ak LY: Ve can put in the correct 
column both as to production and pipe line deliveries. 
That is the figure you realize that has been used. 

2t might be as well, of course, to put down beside it 
the actual experience. 

PremoOM LS oLlOM GR LIVSiTy: Is it pretty close? 

i] would be very elose, very close indeed. In addition 
to what I have said the British American O11 Company 
us6éd a quantity of crude oil at Coutts in 1938 due 

tO A shortage of refining capacity in Calgary during 
the peak season, and I do nos contemplate that that 
Contingency Will arise again. So that there is some 
crude consumption in the year 1948 which did not go 
through the pipe line in that year, and which may go 
through in this vear., I have not the exact figures 
of that movement. 

Pa CCRT RMLT: Vhat movement is thet? 

A movement of crude oil from wontena to Coutts during 
the peak season last year, in August and september, 
refined at Goutts due to lack of capacity, refining 


And that contingeney will not 


capacity in Calgary. 


arise again in 1959 because & new refinery is now 


under construction and I am essuming the British 


American Company will net use Cutbank crude in that 
way in 1939. I base that assumpuion on Mr. ‘soolley's 


remarks when he vas testifying wnen he said that 
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he assumed that the price of eee in Turner Valley 
would do whatever was necessary to Keep Cutbank out 
of the Saskatchewan market. 
Mae COMMISSIONER LIPSHIT: On that point, Mr. Cottle, 
that would not increase the 1,600,000 estimate you have 
already used? 
fo, that is right. 
Pee COl TooLOW  LIPSET? s Because the 1,600,000 
is the total consumption in the area B? 
Mao, what is right. 
MR. COUMISSIONSR LIPSsTTs ) Sreavh=i and. bs 
THs CHATRMAN: On no. 
Pee CON ToolONa® LIPSsTtT: It is the totel of the 
three last year, A, A-l and B. 
Percy LoslON Ci LiPsi a: The total in Area B 
mene, 000,000. 
That is quite right, bo. darvie, the 2,600, 000 anciidaes 
that movement from Montana last year. 
As you understand the information 1,600,000 does. include 
A-l area on Mr. ‘voolley's map "165". 
No, as I understand it the 1,600,000 includes what 
was originally shown as B less A-l. <A-l of 45,000 
is in addition to that. B is 1,645,000. 1 have. taken 
the smallest area which is from here, across. 
B .,06s to where Jast Texas crude meets and not where 
Illinois crude meets? 
Yes. 
It does include the A-l area*® 
Tat is right. 


TH CHALTRIMAR: I think iioolley explained 
that. 


MR. HARVIE: Yes. alpha. 
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MR. HARVIE: Yes. h think oa, 


Mr. Cottle, in Exhibit "95" it shows the total yield from 
Turner Valley of 6,025,048 barrels? 

May 1 have a copy of the statement? 

(Statement produced to witness. ) 

wes. 

Of crude oil and of all products from Turner Valley of what? 
6,675, 965 barrels. 

Now, for the year 1938 would you say that did supply all 

the requirements of the Prairie markets or not? 

Poet did not. The 2xhibit I submitted yesterdzy shows 

the tot-1 of the requirements, of which I heve any knowledge. 
Pei 70%. and how much’ in addition to that figure, 

how much additional crude was brovght in to the Western 
markets? 

Meo vwbarrels per day, or, is this your’ calculation? 

Yes? 

ineeddition to the Turner Valley and other Alberta fuel 
production there were imported into Alberta, into the 


Prairie Provinces, 573,145 barrels of crude oil and casing 


head. 

MR. PLOTKINS: Which Exhibit Number is that, 
please? 

MR. HARVI2: Bee eco 

WITNESS: 4nd there were further importa- 


tions of motor fuel, totailing 452,610 barrels. 


Mee THARVIE: Just what do you mean by motor 


fuels? 

Gasolines and tractor distillates. 

It is a fuel which wold nommaily be supplied from 
Turner Valley crude? 


Oh, yes, Quite. 
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So eAving you a total consumption in the Prairies that 
was imported? 

1,025,755 barrels. 

MR. FROWL&Y: You are not adding crude to 
gasoline, are you? 

Wes. 

MR. HsRVIE: We might eliminate that last 
figure, 1 think, for the moment, if your Exhibit "170" 
Shows it. ) 

What was your question? 

My question Was just as you answered, I think, Mr. Cottle, 
buy the total of. imports? 

Or crude? 


mes, I think we had better break that down in two’ ways, 


? 
Peeepacoline and crude O11, so there is, there Wace actually 


imnoorted into the “estern markets 573,145 barrels of crude 


And casing-head, the figure I read, I have not the Exhibit 
peLore me. 

Gasing-head is an unfinished product which 1s used in 
making a motor fuel? 

Well, I would say it is a finished product but is not 

ES SAG NS aga 

Bois not sold? 

That is, it is used as a binding product toa increase the 
VOlatility of gasoline. 

It is not sold as a finished product? 

No, not the casing-head, which was imported. 


In addition to that crude there is @ considerable impor”. 
tion of refined products? 


Aes. 
Do you know what they were? 


The figure in that Exhibit, if you will just stand over 
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here, Mr. Harvie. 


That is in barrels? 


There were imported during the year 1958 452,610 barrels 


Sfamnonor fuel. 
Do you knoOW how much of that to Alberta? 


No, i have mot the figures here. I can find out how much 


Sy thou. Alberta. 


mem going to suggest a figure... 


MR. FRiAWLAY: Do you want that? 
THE CHAIRMAN: You are looking at sieht pit". 7ou. 
MR, H&ARVIE: Exhibit “L70") aithougk the 


figure I am taking now is not from that. 

MR. HaRVIs: My information. is, lir. Cottle, 
that the 1938 sales of refined products manufactured from 
Montana or brought in manufactured from Montana or other 
points were 13,465,651 gallons. 


From memory I think that is approximately correct. 


MR. FRAWL™Y: That figure is coretty readily 
obtainable. 
WiITN2SS : L have: it in. win Criiceepi cnt es 


my finger-tipos, if that is not approximately correct 2 wii 
eomre¢t 1%.. 

Me “eR VLE : Yes. That we,)2 mien hear, 

I obtained that from the Government records. Now, what 
percentage would that be of the total offerings in Alberta? 
Of the total? 

Of the Alberta importations, the total offerings I think 
they call it, im the trade, the total consumption in 
Alberta, the total offerings, do they not? 

Well, I have not that figure. 

I thought it was put. ain. this morning, was it not? 
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There was a figure in this morning for the taxable sales 
in Alberta. 

iewve; you they figure of 78,822,772 as the figure. I cot 
from the Government within the last day or two as the 


total consumption in Alberta. 


MR. BRAWLEY: For what period? 
WR. HARVIE: POCO Oa 
MR. FPR: Y: se UL eyo foannot really, you 


eouldn't have it, Mr. Harvie, because the figure from the 
Miccomoyear, Or mo tne Piscal’ year, is available only, and 
Pmeetota why they estimated 15 to the end of March, 1939. 
reer LE cOLiee ty tit. 

WITNiSS : ir. Hervie is sugeesting a figure 


Pommeewhveny ne says he obtained from the Department. 


WR. FRAWLLY: Quite, and I just want to know... 
MR. HARVIn: WES hndich imeycab nelsmiacaly Mehr Cheng a chou 


you ean check it, Mr. Frawley. 

MR. FRAWLEY: DiateORe,OUE reo Mier ung Tie. 01 ens 
Peeureranoy! wos just wondering if it was a Tigure for 

the calendar year. 

Rive HARV IS: Take ‘thah fieure (Of 7G) begs v (eis 6 ss 
What is the first figure? 

13,465,631? 


Pioene) DoLal rigure? 


importation figure you had of 13 million odd includes a 
substantial quantity of gasoline imported through the 


port at Coutts and, therefore, shown as importations into 


~ 


Alberta, which ~re really consumed in S4skatchewan. 
ee think not, t will give you that figure too, J mea 


that figure is destined to alberta points. 
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Destined to Alberta points? 


A 

2) Yes, my point, you gave me 17.2%? 

A Yes. 7 

, Now, the effect, if those figures are correct, the effect 
is that actually to-day 17.2% of the market in Alberta 
is being supplied from other than Turner Valley? 

A assuming the 2ccuracy of your figures, yes, that is corresy, 
Mr. Harvie, but that is not my interpretation, however, of 
Poe bua Lt would Like to look at my figures. 

Q If 1 have the wrong figures? 

A ies. 
That would be what you would call a substantial volume 
SieaLoerba business? 

A PeioulLd say so, yes. 

Q Pat tiat is the casé it. might tend to show that, there 
moereally a real competition from Montana’ 

A Merl, it might or it might not. A substantial vroportion 


of the immnorted gasoline is imported by one company. 


Q Does that make any difference? 

A Merete should mike a difference, yes. 

& What difference could it make? 

A Well, that particular company owns jts own production in 
Cutbank. 

Q Poe. bus it is a part of the Alberta market, no matter 


where it canes from or who owns it or anything else? 


A Yes, it is. 

Q And, therefore, it is competition® 

A It is competition, yes. 

Q THE CHAIRMAN: Which company are you speaking 
about? 

A The Texas Compiny of Canada, Limited. 


Q “RB. HaRVI2: IT am just suggesting to you 
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that without any theories or anything else, that if those 
figures which I have given you are correct, there is a 
Substantial competition ae we to-day from Montana, to 

the extent of 17.2% of the total business in Alberta? 

There is definitely a competitive relationship between ee 
refined products in alberta and refined products in Montana, 
that is really what your suggestion mesns‘ 

No, I will just have the Reporter read my question and you 
Meee reply to it. 

(REPURTER - reading:) "Q I am just suggesting +o you that 
without any theories or anything else, that if these figures 
which I have given you are correct, there is a substantial 
competition existing to-day from Montana, to the extent of 
17.28% of the total business in Alberta?" 

In refined products, yes, Mr. Harvie. 

Do you make any distinction between, as far as the results, 
between refined and other products? 

Peet ybank sO, if you said there was 4 competition an 

erude I would not agree with you. 

Pest not competition with crude if the serket thos 
Turner Valley crude would normally suonrly is sunsried by 
refined products from outside sources? 

tit you read that question, Mr. Cutier: 

(REPORTER - reading:) "Q Well, 18 10 not Competition 
with crude if the market thot the Turner Valley crude 
would normally supply is supplied by refi:ed products 

from sutside sources?" 

It reduces the market for Turner Valley crude by that much? 
The importation reduces the mirket for Turner Valley 

erude that much, yes. 

I am also going to give youa figure which you might also 
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THE CHALTRAN: _ Bo I understand, Mr. Harvite, 
that the suggestion is that this 17.2% from outside Sear tee 
affects the figures which Mr. Cottle. has gi ven? 
MR. HsRVIL: _. Nos 2% Goes not eitect shoss 
Meeires at 21] but it does establish...... 
TH. CHARMAN: I' did not think so, but I wanted 
Povmake sure. 
Oi. HARVIS 2 But 1° does establish tp eorragis 
I think, that we are to-day faced with actual comnetition 
Poesia extent, 17.2% of our marke t. 

TH. ChalRhaN : But “ur. Cottie's Pipures stand 
wasp lve: OF that? 
fee HARV: Ves, that wold De dada amon. 
imo ien, be explained this way, I think, that the otal. 
Sererwigs or the total market in Alberta is 73 mitilion odd 
of Which 134 million odd were supslied from outside the 
Province by importation. 

TH: CHAIRMAN : Didn't Mr. Woolley say, I do not 
just recall at the moment, that the B. A. owned production 
in the ilontana Phe lay Or Nout 

MR. HARVI2: Well, they do, and 1 taouk be 
did say so. 

Me Cael RuiaNn: Yess 

bine fui AVL * Lae ce oe, have the: Tage re. of sine 
sales of Montana vroducts in Saska*chewan as being 
Pee ee oO “ectually? | 
Neeenu would have to look that uo. 

If that figure is not correct or -p roximately correct 
you will let us know? 
mes’. 


Mad OR RP roeianis That is the figure, for what, 


Mr. Harvie? 


, aaa 
bat, ‘hee. 


(09 


os 


aie Fade 


a 
+ 


rie 


¥ - m4 


Pea. =Cottle, ~4416- 


A 


a 


4 


WR. HARVIE: for the sales of refined products 


in Jontana, in Saskatchewan fran Montana, imported from 
Montana. 

WITNESS : Would atts, mind, Mr. Harvie, 
telling me what the source of your information is, that 
Will facilitate my search. 

MR. HARVIG: I have the information but I will 
have. to supply it to you, I have not got it right with me 
just now. | 

Ai Pent. 

[eee ere is the possibility that if this: 17.2% of the 
Pieper va marketyis available, that a reduction in price of 
Turner Valley crude might help in-meeting that compeni tine 
Poenot at all in that alone. It requires a reave tian 

in the price of refined goods to mect that campetition, 
Piece ts why Jl said that there is not necessarily 4 
competition in crude between Cutbank and Turner Valley. 

We have no figures here on refined products or anything 
else so far as this Commission is concerned to date? 

That is quite right. 

MR. FRAWLEY: We have the tax figures. 

MR. HARVIE: | Yes, but we have not been dealing 
with either the marketing or the refining end before the 
Commission. 

That is quite right, Mr. Harvie, but you said a reduction 
in the price of crude oil in Turner Valley would have an 


effect to keep these imnortations out of Alberta. 


Yes 


if the reduction was passed on to the consumer? 
: lu | 


If the nrice of refined products is reduced, quite apart 
from what happens to the nrice of crude it will have the 


same effect. 


Yes, quite so, but that is not the question I am asking you. 
3 3 
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We are not now on the point which I nresume you are trying 
Go make, if the present refiner and distributor did waive 
Pye rt 2f their profit in the refining business, that 
that competition might be met, I am not suggesting that, 
but I am suggesting if it was all met by a reduction in the 
price of crude and leaving the profits or losses in 
refining and marketing as they are? 

Well, confining myself to your answer, a cut in the price 
of Turner Valley crude would have no bearing in itself 
upon the importations of refined products from Montana. 

It would put the marketer in a position, pasibly in the 
POstGLon tO cut his prite to -compete with “thaty 

POI OC) Ollie s.6.+ © 

Refined products? 

Mes., 2t would. 

oo it would have thet effect anyway? 


Ses, 2G would’ have that effect. 


MR. HaRVIi: That is alah, I think, Sener eeu. 
THE CHAIRMAN: Me. Harvie, you will be covering 


it in argument anyway, but while it is present tomy wind 
can you tell me why it would not advantage your client, 
the British American, as much to have a reduction in 
transportation costs as in the priee to the producer? 

MR. HARVIL: It would, wr. Chairman, and so 
far as we Wee concerned in the statement which I propose 
to file we propose to cover that point. In other words, 
everything by way of a reduction in cost helps our 
company, be it in pipelines, be it in crude or be it in 
the freight rates, SO long as it is done on a sound and 
but there are a lot of points which arise 


economic basis, 


in the marketing which I think will beeane apnarent, that 
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very often distort the first picture which you get, there 
are other problems which cae in, for instance, just a 
cross-section cut on Tumer Valley orude is not necessarily 
the answer and that will be shown in the statement too, 
Pepnink. 

THE CHaAIRifa™: You are speaking now of the 
brief that you will present? 

MR. HAR VI: No, not the brief, the state- 
ment that you asked iir. Woolley to file in connection with 
what cut would be required in Turner Valley crude to sunply 
the £25,000 barrel market that was apparently lost. 

Tilt CHAIRMAN: That was the rough estimate 
you were getting us? 

MR. HAKVIE: Yosy. 

MAJOR LIFSRT?: Mr. Harvie, just following 
that up, any reduction that enables you to obtain, rather 
that might be obtained by your company, would pnresumably 
help to defeat this 17.2% of importatiuns? 

Mik. HARVIE: That is very true. 

fre0R LIPSEr: And would that in turn, insofar 
as that competition is eliminated, that would terd to 
increase the throughput of the pipeline, would it not? 

WR. HARVIL: Wuite likely. 

THE CHAIRMAN: There is no other place from 
which to get it. 

WR. HARVIE: I mean so far as we are 
concerned the greater the throughput of the pipeline, that 
is ona fair and correct figure, possibly the cheaper the 
rate should be, and which we would be very glad to see. 
While, on the other ham, I think these factors should be put 


before the Commission so that they will have all the 
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information and if the pipeline rate should go UD jee 
and if they should ~& down, fine, and it is better for us. 
MAJOR LIPSET?: An increase in the throughput 


is for the benefit of everybody? 


WR. HARVIG: Yes, including ourselves. 
MAJOR LIPSHTT: And including the Royalite? 
MR. HAN VIS: I do not think that you should 


take what might be inaccurate figures in estimating the 
throughput. 
MAJOR LIPSEP?: Iam only dealing with the 


importation. figures. 


MR. HARVIE: Yes. 

THE CHA TRMAN: ALL ri oh it. 

MR. . FRAWLEY: That is all, Mr. Comite, 

THE CHATRMAN: Any quest ions? 

MR. PLOTKINS: I have some questions. 

Moe PuOTKING : Mr. Cottle, you stated yesterday, 


speaking for the Conservation Board, I think, of which you 
are a member, that any orders or action of your Board 
would not restrict production,at least not below the 1938 
figure, is that a correct assumption of what you said 
yesterday? 

Would you read that, Mr. Cutler? 

(REPORTER - reading:) "Q Mr. Cottle, you stated yesterday, 
Speaking for the Conservation Board, I think, of which you 
are. a member, thet any orders or actions of your Board 
would not restrict production, at least not below the 1938 
figure, is that a correct assumption of what you said 

ye sterday?" 

Yes, that is correct, ifr. rlotkins. 


THE CHAIRILAN: It is hardly precisely correct. 
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You s@id you had no reason to believe, or you did not 
anticipate that that would be so? 

Pee, tieh iS rigitt, sir. I gave anexplanation of my 
reasons for saying so, which were.... 

That was your best opinion? 

Yes. 

MR. PLOTHINS: SO your Board does intend to 
continue on the assumption from what you said, for the 
whole of 1938, regulating production of Turner Valley wells, 
to fill the market nominations of the refiners and purchasers 
Of crude? 

To fill the market nominations? 

THE CHAIRMAN: Yes, sup toOsthepoinvi we 

you stay with his evidence, up to the point where market 
requirements do not lead to an inefficient operation 

of fields, that was his whole answer. 

MR. PLOTKINS; That is what I was coming to. 
We intend to permit the field to produce as much oil as 
anyone is willing to take from the field up to the point 
where waste will not ve incurred. 

Yes. Wow, just let us analyze that position of yours. 

At the present time you pro-rate production to current 
demands, ee oni ome me 


Yes, that is correst I think. 


? 


You gather information from the refineries and purchasers 
of crude and you say fora certain period "We will set the 
field allowable 2t so many barrels a day"? 


Yes. 


And that means then that you only allow sufficient pwduction 


from time to time to gover the imuediate needs, is that a 


correct assumption? 
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A 


Immediate needs, as a different implication, we allow the 
field to produce as much oil as any person will, desires to 
take from the field. You said we pro-rate to the demand, we 
qo, incidentally. 

So that if the situation again presents itgebts esti yard 
last Summer, where the @mmpmies, I am going to make that 
assumption because I think it is a correct one? 

Yes. 

Miscalculated their requirements for the peak season? 

yes. 

And suddenly made a demand on the Board for guite a lot of 
erude over a period when the Board issued an Order to supply 
that demand and then found that the field could not supply 
it efficiently, would not that same situation again arise 
this year if the corditions were s imilar?, 

fe av arose in 1949 to the ‘same extent; as. it did arise in 
1938 it is the ovinion of the Board that the wells now in 
production are capable of producing up to that demand 
without waste. 

Without waste? 

Without undue waste. 

POUT. 

I mean no well can be produced at all without waste, so 
pera ps I might say "undue waste”. 

What you nean by "undue waste" is within the limits that 
you set as not wasteful? 


Yes. 


That is right. Well, now, on what facts do you base that 
assumption that you will be able to allow us, that the-e 
will be sufficient wells with sufficient potential production 


in Turner Valley that you can supply the maximum peak 
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demand without ary waste, still qualified by your assumption? 

A I base that statement, ifr. Plotkins, on a study which the 
Conservation Board has made of the factcers pertaining to the 
wells which are now in production as compared with the wells 
which were in production during the peak demand of 1938, and 
as a result of that study the Board is of the opinion tit 
the wells which are now in production, even ignoring the 
wells which are now drilling and will presumably be in 
production by the time the peak veriod arises in 1939, can 
produce sufficient oil to meet that demand without any undue 
waste. 

That is at present; that is the Bozrd's considered opinion? 
That is the Board's considered opinion. 

e) Yes, but if its opinion turned out to be wrong; that there 
is a bigger crop, because last year you will amit, I believe, 
that while there was a good crop it was not uniformly 
good all over the three Western Provinces, that is correct, 
digi .b not? 

A I have no definite mowledge of that, Mr. Plotkins. 

& No, but assuming if we have, and as we have had in the past, 
@ good crop over the greater area of Western Canada, and 
that the @mnsumption demand, as was pointed out this moming 
in Saskatchewan, jumps to almost double, what would be the 
position of your Board if it was suddenly faced with that 
s it uat ion? 

A Well, that would depend upon how great what situation is, 
Mr. Plotkins. 

Q Hw great? 


Yes. 


You have no mans at this stage, at this time, of knowing 


wrat could possibly be the situat ion in July or August? 
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A No, Ido not agree with you, Mr. Plotkins. We know what 
the peak demand was last year and vwe know what the ao nsump~ 
tion figures have been in the previous years during those 
months, and we can make a reasonable aSsumption that the 
peak demand next year will not be three times as much ag 
the peak demand last year, and by the same reasoning not 
twio® as much as it wag last year, but within any reasonable 
limit by comparing this last year, the Board is of the 
Opinion that the peak demand can be met. 

Can be met? 
263. 

4 Would you be in a position to tell us the assumption which 
you have made as to the probable increase which you wera 
guided by in making this considered or giving this con- 
sidered opinion? 

A In giving this cmsidered opinion we considered 23,000 
barrels as being the peak last year. 

Yes? 

And we took into consideration also the fact that that peak 
was & canbination, was tne result of a combination of two 
factors last year, oe was an underestimate of the capacity 
of the wells at that time, the flow on the part of the pur- 
chasers - of oil and the further underestimate, or an oOver- 
estimate, rather, I should say, of the capacity of the wells 
to flow, and an underestimate on behalf of the same people, 
namely, the purchasers of oil, of the demand at that time, 
but notwithstanding that the Board is of the opinion that 
the field can produce without waste sufficient oil to meet 


the situation that arose last year if it arises tothe same 


extent in the aming year, and, indeed, it is also of the 
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Opinion that the field will be in a position to produce 
even more oil then was demanded of it last year, if the 
need arises. How much more I am not prepared to say. 

& You are not prepared to say? 

A No. 

w% You say that the reason, that the situation that arose last 
Summer was an underestimate of, or an overestimate rather, 
on the part of ti purchasers of crude to gu@ge correctly 
the flow, the efficient production of the wells at that 
time in existence? 

m At that time,yes. 

Q Now, is not the Board charged with that duty of determining 
those things? 

m It iSe 

G@ You do not leave it to the purchasers, you are in control 
of that? 

A Well, Mr. Plotkins, you realize the Board was not constituted 
until July 1, last year, and the Board did not isSu@ a pro- 
ration order until September 2 last year, and the peak 
demand occurred on August 15th of last year. 

So that at that time you were not in 4 position? 

A At that time we had no staff to make investigations of the 
factors involved in such mtters. 

G MAJOR SIPSETT: At that time was there not 
a statutory duty to pro-rate, according to market require- 
menss, not to the position of a reduction from the wells? 

Peo. od not say so, Me. Commissioner, at that time, 


? 


it was our intention, our primary intention, to prevent 


waste. 


® But I thought there was a difference in the Act then, perhaps 


it is not material. 
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4 There is a difference in the Act, yes, the Act ab that time 
said to prevent waste and also to preserve the equity in 
the field and give each producer a fair share of the market. 
The present Act has no such lmguage but the intention of 


the previous Act was primarily to prevent waste. 


(Page 4426 follows. } 
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Fe. G. Gottle. 


Q How long did that peak demand continue last year, Mr. 
Cottle, do you recall? 

A From August 15th until September 24th. The peak 
demand rose from 22,000 barrels to 28,000 barrels, 
August 15th, and it was reduced to 21,000 barrels 
september 24th. 

Q Your Board did not issue an order on August 15th 
to raise the allowable to 28,000 barrels? 

& No. ‘‘6 issued a permissive order, which actually: had 
no effect, but we issued a permissive order permitting 
the pipe line company to increase its pro-ration 
percentage from 3lje of 2/3 of the open flow to 48% 
of 2/3 of the open flow, merely a temporary measure 
over which we exercised no control. 

@ From September 2nd it was at that time, your order 
was at that time based on your knowledge of the facts 
that existed in Turner Valley? 

A That is right. 

Q So that if the primary purpose is, aS you just tell 
us, was to prevent waste, why didn't your Board take 
steps to see that these wells were not producing in 


a wasteful manner. 


THE CHAIRMAN: Now, are you bearing in 
mind, Bir. PlotkinsS, -ceese 
72, PLOTKINS: I am coming to the pipe 


line because it has a big effect on the pipe line, Mr. 


Chairman. 


THE CHAIRMAN: All right. The Geosra is 


He, oh trial here. As long as we tie this in with 


the pipe-line it is all right. -- 


~—, - r ate ~ s 
Pre, (ror WO: Yes, I realize that. 
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At the time we issued the pro-ratien order on 

september cnd, we did not have sufficient information 
concerning the vells to know thet undue waste was being 
created, and I am not séying now that undue waste was 
created. 

Did you amend that original order? 

ve auuiendea the original order on September léth, because 
using the formula which we did, and which we still use, 
@ numoer of the wells were unable to produce the allow- 
ables that we hea allotted to then, so we re-assigned 
those allowables to rells th:t were capable of producing 
them, on September 12th. 

~oula you dispute the fact that a large number er wells 
in Turner Valley, in order to, produce the allovebis 
assigned by the Board ran wide open, without any consid- 
eration to £aS oil-ratios or any other economical methods 
or producing, or efficient methods of producing: 

Wo. You carried your question too far, in. Plotiins. 

I will agree with the first p-rt of it but not with the 
second. 

Mie tirst part that it was,wide opens 

That some wells wexe running wide open at that time. 

But that does not mean that those wells were creating 

a waste. That in itself does not mean that. 

That does not mean in itself that it is a vastetful 
method of operstion, is that what you just seid’ 
iow nou in itself. 

that for the tiie being. ‘shat is the 


om ve 


‘ig will leeve 


Board's estinate of the carrying capacity of the Turner 
Valley pipe line of the Royalite vil Company? 


lle have made no estimate of the maximum capacity. 
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PG. Cottle. 


I understand that around 30,000 barrels may be carried 


Over Bur 
Q You have made no estimate.... 
4 No, we have had no reeson to consider the question. 
Q so if, as a result of your pro-ration orders in this 


year 1959 you have miscalculated the demand, or you 

have heen wrongly informed - that ts probably the 

proper way to put it - by the purchaszrs-.of-pridy, because 
you will probably agree that your pro-ration order is 
based on whatever figure the refinery company tell 

you their probable purchases of erude may amount to? 

A Veo, thet is right. 

Q 76U have no organization, no technical staff, that is 
at the present time engaged in accurately gauging the 
market from time to time’ 

4 we have no need for any such technical staff. ‘6 have 
a staff depending upon what you mean by technical. ie 
are mot in the business of buying oi], and for thet 
purpose we cannot say how much oil is going to be 
used. 

@ But you are in the business of regulating production in 
Turner Valley to market? 


A No, we are not. 

a You are not. Oh. Then what do you call this system -or 
this m:thod of ascertaining what the refineries will need 
for a given period and then totalling that figure and 
then saying, in issuing the order to the Turner Valley 

producers, "this is the maximuia production that we will 

st" 


allow you to produce unti] further order 


A You mean why do we find out how much oil is going to be 


used before we issue @ pro-ration order? 
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F.G.Cottle. 


No, you just told us that your concern in issuing these 


£9. 


orders was not the question of pro-rating the production 
to market. 

yy Co cole not. say that.) hie Plo teins. 

Q What did you say? 

A You asked me if we were in the husiness of pro-rating 
BO Market and IL said "No, we are not." 

Q You actually do pro~rate to market reqhirements? 

& It is true that we find.out hov much oil is going to be 
required of the field by the people in the business of 
taking delivery of that oil when we make @ pro-ration 
schedule for the very obvious reason if we did mot do 
that our orders would be quite inoperative. It would 
be useless. 

q Quite inoperative in wheat way? } 

A In this way. ve can take the exauple of the last- order that 
we issued on February 1, or at least January 31. We 
had an order in effect which permitted all of the oil 
wells in Turner Valley to produce 12,500 barrels per dey. 


Hach well was giion its share of that total production. 


On February 1st, we issued a new perder changing to 
10,000 barrels per day, By February 1. the: order 


providing for 12,500 berrels which had been issued on 
December 5th, ZT think, the demend or at least the 
allowable provided for on the December Sth order totalled 
12,500 barreis nad increased betvieen vecember oth to 
February lst by special allowables given to new wells 
coming into production, with the result that the totel 
allcwable for the field vas something over 135,000 


barrels odd. Now Let us consider for 8 moment what 


would have happened had we not issued our order of 
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Q 


We) 


Oo & 


February 1 reducing the field allowables to 10,000 
barrels per day. Had we not reduced that total field 
allowable one of two things would have happened, or 

both of them would have happened. In the first place 
the copie who required the oil, who had any need for 
Oil and who had any intention of taking any oil from 

the field, but who did not want to teke the 13,000 

odd barrels per day from the field, would simply 

reducc their tekings from the field with the result that 


Our pro-ration order would have been superimposed by 


Bemenoare F20n vender by the. producers of \crude., Or, the 


producers of the snide would have purchased oil from 
Welle chats they chose to purchase from up to Biers 
allowables, leaving a good number of the wells with 
No people, no purchaser of their oil, with the 2.eeuis 
that their wells would not be producing beyond the 
Capacity in the storage tanks on their leases. ‘vith 


the result, thére would. dé an Unvrateable Withdrawsagio, 


oil out of the underground .eservoir which in the 


A 


opinion of the Co..servation Board is not in line with 


proper conservations, 
So that all vou have just said means this, that due to 


new wells coming in - 1 want to understand that right.r.. 


Yess 


You temporarily allowed these new wells..... 


See 


Partly due to that. 


To produce apart from your recular nominaticn or your 


regular maximum figure, and as a result of allowing these 


nev wells to produce you exceeded the nomination of the 


refineries and temporarily ned built up storage so 


that you were forced to recognize the situation and adjust 
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> DD b& 


it. That is what you mean? 

Not altogether, Mir. Plotkins. That is a pretty long 
quest ion. “hat I mean is this, the total field allovable 
immediately prior to our lest order was 15,000 and some 
barrels per day. That daily allowable we found was 
much more than the purchasers. of crude were prepared to 
take from the field, and therefore, either we had to 
depart from our allowable schedule or some other person 
would ihtroduce another allowable schedule and we want 
our allowable schedules to be operated, therefore, we 
reduced them to the amount of oil which we know is going 
to be taken from the field. 

So that if some situation arose this coming summer and 
you had misjudged for the time being the situation, and 
you were faced with 32,000 or 35,000 barrels per day of 
a demand for a short period. 

in which month, Mr. Plotkins? 

In any month, of the peak season. 

It makes a difference which month? 

Yes? 

Because we are going into the future, and the further 
that month is away the more wells will be completed in 
the meantime. 

We will assume you can produce 54,000 barrels, will 


the pipe line be able to carry that much’ 


I do not know. 

You do not know? 

That would be the pipe line's problem. 

You see last year for quite a long period, at least to 


the best of my information, l understand the pipe line 


ran to full capacity. 
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F.G.Gottle. 
A Mr. Plotkins, I am not testifying concerning the pipe 


line. My statement was the orders of the Conservation 
Board in themselves would not restrict the production 
of the Turrar Valley field during the year 1939, because 
the Conservation Board is of the opinion that the wells 
now in production and the wells which will likely be in 
production by the time the peak demand arises, will quite 
Gapably supply that peek denand. That is the Conservation 
Board's opinion. I am not saying thet the pipe line may 
Hot Testrict the market. 

Q wil right. So thet if the pipe line idl striatal) 
the refineries would do just what they did last year, 
would buy their crude temporarily some where else outside 
opt Turner Valley. 

4 I do not see that has any relation to my statement, 
foe | LOLKINS 

GQ Ne relation: ‘isll is this not a fact, iesCottley thet 
last year cue to the sudden demand that took place in 
August and September as you know t 

4 Yes. 


el The British American was forced to open up their Bell 


Refinery in Calgary anc was forced to open up their 
B.A. Refinery at Coutts* 


b That is my information. 


Q Yes. Now other refineries in Saskatchewan, and I do 
not know about l@nitoba, but I do have some personal 
knowledge about the refineries in Saskatchewan, were 
not able to get their crude supplies* 


A Why* 
Because the pipe line at that time could not carry it. 
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aD 


Oo & 


Omi. WONd'S a6 6 si6. 

The 6 inch loop was not completed at that time. You 
are speeking of Mey last year? 

No, I am talking about the peak demand in September. 
On... see). 

The Imperial gave us the excuse, and it may have been 
a valid one, I do not know, thet they could not trans- 
port any more oil and that is why they were not in a 
position to supply the crude to certain refineries in 
oasSkatchewan. Now in the face of these facts do you 
Still maintain that your Board orders will have no 
effect on production? Sales in Turner Valley’ 

I do not see the relationship bstween your question 
and my statement, Mr. Plotkins. I still say the 
orders of the Conservation Board will not in themselves 
restrict the through put of this pipe line. Now the 
capacity of the pipe line will haturally restrict its 
through put if it has any need to transport more than 
its capacity. But it did not exceed its capacity last 
year, and I presume it could still carry as much oil 
as it did last year. Now if the market demand is 
100,000 barrels in 1939, I am not saying that the 
Turner Valley field will not be restricted by the 
Conservation Board, but that is not a reasonable 
assumption and I am referring in my statement to the 
restriction of through put of the pipe line in '39 


as compared with 1938. 


Put it another waye #s you recall - you were in 


Edmonton when this new Conservation Act was passed’ 


No, I was not. 
Are you aware of this, that Mr. Knode at the time the 
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G.Cottle. 


last Conservation Act was passed by the Alberta Legis- 
lature did not express his opposition to our request 
to allow storage accumulations of crude to be drawn 

on during the peak seasonal demands, and thereby level 
off production. In other words, I put up the problem 
to him that one of the ways of eliminating a situation 
such as arose last year was to lovel off the peaks 

and he agreed with us. If I remember right he said 

"I do not see any objection to allowing you to produce 
on that basis." Do you know anything about that? 

I do not know anything ebout any such statement. 

If that took place would that not eliminate these 
possibilities of losing some market for the! pipe line 
and incidentally for Turner Valley crude? 

You mean if storage should be »rovided for, if storage 
for oil was provided for prior to the market demand 
would it not relieve the pipe line situation or relieve 
the @onservation situation, is that your question’ 
No. Are you concerned with storage. Do you have to 
provide any money to put up tanks} 

No, not at all, but you are asking me a question about 
storage. That is your question. 

Why does the question of storage bother you at this 
time in answering that questisn? 

It does not bother me at all- I just want to understénd 


your question. 


“hat I am seying is, if the Board gave effect to the 


promise that Mr. Knode mede to us independent producers 


or independent purchasers,.--->» 


I have no knowledge of any promise. You will have to 


State it. 
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Q But if the Board wants it we can bring the evidence. 
Ma. PRA’ DY: You are asking iir.Gottle 
to assume? 

A I will make the assumption. State the promise? [I 
do not know what promise “¢, Knode made. I will assume 
the promise too if you wish. 

Q A nies 25 Oa al aa Lr. Knode was asked if he 
had any objection to levelling off the peak production 
pericds in Turner Velley and relieve the situation as it 

ooccurred last year for the refineries and pipe line and 
everybody else, even the producers‘ 

4 Yes: 


BY allowing a levelling off of the peaks. In other words 


££) 


not necessarily uniform throughout the year, but at some 
time greeter than the actual demand so as to build up 
a reserve that would permit of withdrawings during the 
peak demands and thereby would not create a situation 
Such as existed last year. Now would not that change 
be danger, or would not thet eliminete or minimize the 
danger that I see in the present method of the Board and 
the necessity of clamping down production to take care of 
only current requirements? 

vy You think of storege to take care of peak demands 
eliminating the danger. “het is the canger. 

Q The eccunulation of produetion? 


A Yes. ‘Mould it not eliminate the danger? ‘h:t is the 
danger? I do not understand the danger’ 

@ The canger is that last year we found a situation where 
the pipe line was unable....-. 


4 I do not know as to that. 


Q Por Some time...e«--. 
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G.Cottle. SAAB Be 


PeeounOot Know es.to that, oi. clotkins. 

Let us assume thet. It came pretty close. You say 
25,000 barrels is that not right‘ 

28,000 barrels was the demang, and I understend the pipe 
Danes ican run 60;000 and pena ie MOLE e 

But you understand that the pipe line oan run 30,000...... 
Perhaps more, I do not know. I know it can run over 
28,000 barrels, because I know it did run over 28,000. 
Poutscecollect>it,: Me. Coultis on theustendwtolasuseunet 
last year the maximum of 30,000 barrels per day was put 
through. That was at least my understanding. Wow we 
will assume that the mergin then was between 28,000 

and 50,000? 

Yes, let us assume that the pipe line cannot by any 
means carry more than 30,000 barrels of crude. Let 

us make that assumption nov’ 

Yes? ‘iould not a levelling off of this peak production 
as ordered by your Board eliminate that possibility’ 

Of that 30,000 being exceeded. 

Of the pipe line ..ot being able to carry the crude 

that is produced ana reguired’? 

Yes, it would. It would require very little storage. 


I will amplify that in this way, br. Plotkins, that 


the peak demand of 28,000 barrels a day endured for 


a period of approximately 40 days last year. That 
peak demand of 28,000 was only — 6,000 barrels more 
than the allovable, or at least than the demand on the 
field had been for some time previous to the peak 
demand. Now 40 days at 6000 barrels a day excess is 
only 240,000 barrels of crude. Had that amount of 


storeze beer accumuleted prior to August LS bia, 22956, 


T=2 
la 
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there would have been no necessity of increasing the 
allowable to 28,000 barrels. io doubt steps will be 
taken this year to eliminate that peak notwithstanding 
the fact the wells in the opinion of the Conservation 
Board are quire capable of producing = well 1 wilt 

put it this way - the Conservation Board is of the 
opinion that the wells now in production, together 
with the wells which can be expected to be in pro- 
duction by August of the next vear. will be able to 
produce as much oil as the pipe line, as our assumption 
of the capacity of the pipe line is without waste. 
Does that answer your question? 


“What you are now seying is that your Board has now 


& 


Gaanced its policy... 


We have not changed our policy at all. 


Hes 


= 


Well, has not considered then the advisablity of 
allowing extra production previous to a certain date 
to prevent a peak or a Ssituetioh such as existed last 
year. 
A Now we have not shanged our policy at all- There is 
no change of policy at all. 
Q I did not get your last question then, and I would 
Mik6 to get it read to us. “Your Vast answer, 
THE CHAITMAN: I éo not understand that 
Mr. Cottle has said the Board had ever refused to allow 
the refineries to store ahead of time if they want to. 
A Vie have no concern with that. 
a If they want exude to store or distribute around the 


country you ave no objection’ 


A Wone wha tever. 
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efficient operation of the field. 

Peas te it Sir, exactly. 

And if they store enough there may be no need for this 
importation from Montana of the 17.2%, that is your 
point? 

Pee PLOTRING: Yes. No, pardon me, I 
do not want to relate it to the 17.2%. 

Tht CUATRIAN: , I have been listening 

to you for a longs time and patiently as to what the 
Conserve tion Board will do and will not do, and I 
gathered it had to do with the importation of crude 
from outside, that the B.4., was forced to import 
crude because they could not get it through this pipe 
line * 

ee LOT is: Yes, but the 17.2% had 
no relation to the operations of tie B.A. , at the 

Bell hefining or at Coutts to my knowledge. 

TH? CHAIRMAN: I thought the suggestion 
Was that if the B.A.,had plenty of storegs it would 
have had no need to - when faced as it was with a sudden 
Gail at the peek load of the year = to have. brought 
some in from Montena- It would have had it here. I 
thought that vas your point? 

fe PLOTKING: That is partly my point 
because the question «c«recees 


TH: CHATRIEIAN? Then what is your point 
besides. 

MR. PLOTKIMG: There are several factors 
that entered into the picture at that time. In other 
words the B.A-, as i see it, found itself in a position 


where the Imperial Oil said ".e cénnot refine thst much 
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gasoline or thet amount of products to supply you," 

and they gave the B,A., notice. The B.A., was faced 
with a situation where, due to the poliey of the 

buying companies, as recognized by the Conservation 
Board of buying only their immediate crude requirements 
and not accumulating either crude or finished products, 
and the B.A., was then faced with ea sudden situation 
where they had to meet their own demand the best way 
they could. 

THE CHAIRMAL!: | Yes, now, then the buying 
companies, as you speak of them, are the refineries, I 
suppose? 

hae SROTKING: The refineries.) ves. 

THit CHA IRMAt: ‘that has this Board or 
this witness got to do with what orders thet will give 
in advance? Perhaps they will store as you suggest. 
Poe resOr KIS: I quite understand your 
difficulty in understanding that relationship. 

THs CHALRIAN: I do not understend this 
withess to say that the Board has ever refused to allow 
refineries to get their orders filled. 

DCCs ge OBI Me pee- No. 

THe CHAIRMAN: If a refiner had seen fit 


to give an order? 


Me. PLOTEKIVS: That is correct. 
Tis CHAIRMAN: Vell then? 
Pace Velie On tnat statement I think 


Maybe what Mr. Plotkins is suggesting is I think it was 
Mr. Knode's evidence before the Agricultural Committee 
of the Legislature that he did not favour storage in the 


field for the purpose of levelling off production in 


is 


seed. 
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the peak loads. 
His CRAWL vt He did not favour it 


Mr. Plotkins is saying he said he favoured it. 

MR. PLOTKINS: He said he saw no objection. 
Mae COMMISSION.R LIPSET?: How does this help us to 
arrive at @ fair pipr line rate, Mr. Plotkins? The 
capacity of this line was 30,000 barrels a day which 
comes to nearly 11,000,000 barrels a year. What we 

are considering as I understand it at the moment is 

this, if there is going to be any less constmption than 


last year, any less through put. 


MR. PLOTXINS; Yosie 
MR. GOMMISSIONIR LIPSETT: How does that effect it? 
MK. PLOTKIMNS : It affeets it; Mr. Commis-= 


Sioner, in this way, that the Conservation Roaid through 
its orders ~ thet is my opinion, is in the position; 
based on the nominations of the compnies, if it saw 
fit, and then we will go into that when we go into 
production ~- these matters are ell inter-related and 
Pile vara LO separate them sharply. But if the Board 
continues its present policies into 1939, as it did in 
1938, the pipe line deliveries or the pipé line offerings 
are going to be up and down, and of necessity they will 
influence operating costs, income and even markets for 
Turner Valley crude in the western Provinces. Now this 
is what I am trying to bring out, it is very difficult 
and I quite realize it for to stey on the ground of the 
pipe line and not bring in the production and marketing 
issue and show that relationship: 


Ta? CHAIRMAN: There ts no objection to 


ly 


bringing in the production and marketing so far as it 
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has a bearing on the pipe line. Wot at all. TI oan 
guite see that what you-are Saying now you iiight say 
in argument, but I do not see what more you can get 
out of this witness. | 
M°. PLOTKINS: ‘ell you see, my Lord, 
the Conservation Board takes it on iteelf to regulate 
production, to regulate the marketing, to regulate 
the processing and to doa lot of things that do affect 
the consumption of Turner Valley crude oil. That is 
WHY es ccces 
TH CHAIRMAL: You may argue at some 
appropriate time, whether it is at the end of this: or 
Hou. vwlat it is all quite wrong and so. on. Buteadd 2 
want to know is, so we will get done, is what more can 
you ask this witness as distinguished from what argument 
you may present upon it. All you are getting from him 
is, you are not going to convinee Mr. Cottle but you 
hope to convince us, What facts do you want to extract 
from him and get at them, hecause we are going to hear 
you fully in point of argument. 
Mi. PLOTKINS ; DLICBIO RG ees 
TH:) CHAIRMAN: At the appropriste time. 

Q K?2, PLOTKINS: With regard to field prices, 
t understand, at least I remember yesterday you’ mentioned, 


Mr,Cottle, that you were concerned or you did take some 


part as representing the Provincial Government in checking 


up or weighing or-- yes, weighing prices, the posted field 
price that the Imperial was offering or was going to 
publish for Turner Valley erude, is that correct? 


A That is right. 
Vell we will now rise. 


TH CHAIRMAN: 


(At this stage the Hearing was adjourned until 2 P.M.) 
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(EXAMINATION OF iiRk. COTTLE CONTINUED BY iiR. PLOTKINS) 
Mae PLOTEINS: . dir. Cottle, you say that field 
prices of Turner Valley crude will affect the pipe~ 
line run? 

I said they may but not necessarily. 

Does the Conservation Beard concern itself 

with the fairness or otherwise of the peipline 
price, the posted field price in Turner Valley’ 

Not at all. 


Not at all? 


Noe 

LR. NOLAN: Now--— 

TH CHA IRMA A: The posted field price. 

tne NOLAN: I thought hir. Plotkins said 


the pipeline price. 
I misunderstood you, iir. Plotkins8, you said the 
pipeline price, I would say not at all. 


You are not concerned with the posted price? 


Not at all. 

THis CHA TRisAN: Nor with the pipeline rate? 
No sir. 

MRe PLOTHINS: I will read you from the 


evidence taken before the Agrioultural Commit tee 
in connection with Bill No. 1, an Act for the 
Conservation of the cil ant gas papeeoes of the 
Province of Alberta, on page 75. 

wRe FRASLBY: Better fix the date. 

MR, PLOTKINS: The date, a session of the 
Committee néld at 4:30 p.m. 

WRe FRAWLEY: You mean this year? 


n 


° 
\ 
+ - ci 1 e 
oe ~ 5 : . 
oF = 
‘ - 
ia - - 
A a 
. : 
: os a 2 
oo” Sh 
Kage 
ma) ah | 
: 
r “3 oe : 
+ Wester as ie 
A ae & 
ae < 
PS. : 
ae roo! : 
aie : mi 
a a 
“ve es > : = 
2 Soe 
- re 
a 
? 
E ; , 
2 2 
e . 
x a 
i -@ 


» ah 
+ 
oe 
. 
axe we 
Boe 
. 


- 


“a, 


- 
rs 
ee 
ae 
ted 


F.G-Cottle 


C~5 
b 


~ 4443 + 
MR. PLOTKINS: Well is it thig year? 
MRe FRAWLEY: “loge, of 19288. 
MRe PLOTKINS: I do not notice the date on 
here. | 
hie FRAALEY: It was in connection with the 


Bill which is now Law. 

MRe PLOTAINS: Which is now Law. 

MRe FRAWLEY: All right, it was in December, 
the first part of December or the latter part of 
November 1988. iir. Cottle does not know, he was 
not even here in the Province at that time. 

THe CHé Tks. : All right, we will assume it 
was in the Fall of 1938, Mr. Plotkins. 

Make PLOTKINS: Yes) this) 1a, Je bo menstand 
the place where that question was asked and by 
whom it was asked and who answered it. This 
evidence is taken at the private committee room, 
apart from the Agricultural Committee as I recall 
it, this part of the evidence, you see there was a 
special private committee that met in the morning 
of hir Tanner'® the Minister of Lands and liines and 
they inquired into these proposed changes. 

MR. FRAWLZY: Have you a transcript of tit? 
MR. PLOTXINS: Yes, that is a transcript of 
the whole thing. 

WR. FRAWLEY: I mean for the purposes of 
helping iir. Plotkins, you have what was taken by 
the reporter, the evidence taken before t he 


Agricultural Committee in connection with Bill No. 
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1, an Act for the Conservation of the oil and gas 
resources of the Provinue of Alberta, and oh I do 
not think for a moment that there is any transcript, 
and if there was it would not be part of thia 
transcrip%s, if there was a transcript taken of the 
meetings in the Minister's office it would not be 


in this transcript. 


LiRe PLOTKINS: Zt would not be. 

MR. NOLAN: Was the transcript not taken 
by a girl? 

MRe FRAWLEY: By wire Tanner's secretary, 


that is true, but I am only suggesting it would not 


be put in as part of this. 


MR. PLOTKINS <; Now I have the difficulty, iir. 
Chairman--~ 

THit CHA LRiwAN : what is the point. 

WR. PLOTKIWS: I want to read something here 


and I do not know who said it. 
THE CHA TRAN ; Read it anyway. 

“You will remember that section 8 of the Act". 
This is apparently Mr. Smith who was Counsel for 
the Conservation Board, is that correct? 

Which Mr. Smith? 

It doesn't say? 

I do not know. 

TL recall it was a Mre Smith? 

I do not know, I was not there. 

MR. HASRVIE: It would appear, iir-e Chairnan, 
eee geries of questions that Mr. Plotkins 
proposes to read are questions by ire Smith but I 


do not know who was answering them. 


at ete ee 
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TH CHA IRAN: Well look gentlemen, that which 
you are about to read is not of the Slightest 

value to us except as a basis of a question to this 
witness. That evidence was not given before us and 
we do not care anyt hing about it except as you may 

lead up to a question to this witness. 

MR. PLOTKINS: That is my intention. 

THE CHA IRs : It does not matter who said it 

or why they said it or who asked the question. It 


does not mean a thing to us except as this witness 


may deal with the subjeat there discussed so read 


it whoever said it. 
MRs-e PLOTKINS ; L read, 

"You will remember that section 8 of the Act 
under which that Act and subsection join, 
reads as follows: "Prorating the production 
cf petroleum or natural gas from the wells in 
any erea to the economical markets available 
in sucha manner that uneconomical reduction 
of price is not brought about, and in such a 
manner that an equitable share of markets, 
petroleum or natural gas, is available to each 
person's well" so that perhaps you will agree 
with me that if the Board did pass their order 
to some extent on the market, they were dcing 
exactly what they were ordered to do by this 
legiSdlature» I am not saying it is right 
er wrong, but they were doing what they were 
tola to do by the very Act itself." 

Irn view of this is it still your policy or your 


answer that the Board is not concerned with prices? 
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a. Yes, it is still my answer. 


& 


Only with the matter cf importation? 

Perhaps you had better say which Act that quota= 

tion is referring to there. 

THE CHAIRMAN: Yes, from just what you read, 

Mr. Pletkins, I would take it that the questioner 

was veferring to the Act that ceaset tc be Law. 

MRe PLOTKINS: Yes, I believe so myself, Mr. 

Cneirman, and I just want to find out if ‘that is 

hot now the policy of the Board because-=~+ 

THE CHAIKiNAN: You have a definite answer 

from the witness "no" and it does not matter what 

somebody in the Legislature may have said. 

MR. PLOTKINS: Quite so. 

THis CHALTR.AN : Or in the legislative committee. 

Q MR. PLOTKINS: So that when you told us yes- 
terday that you were concerned or you were instru- 
mental in checking the posted field price some time 
ago, it concerned the old Act? 

A No, it did not concern sither Act, mr- Plotkins. 

My check was not done as a member of the Conser- 

vaticn Brard. In fact my check was done before 

the Conservation Board was then organized. 


Well under what authority and what would be your 


© 


ptstiion at that time? 


A I was acting under instructions from the Government 


of Alberta- 
Q drat department, was there scme body that was en- 
deavouring to regulate prices or to concern itself 


with prices? 


3 The Department of Lands and silnes were concerned 
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about the prises of natural resources. 

Q The Department cf Lands and i:ines were concerned 
about prices and their fairness, is that the answer? 

A I presume they were, yes. They instructed me tc 
make inquiries. 

Q Then, isr. Cottle, what you are Saying is that your 
Beard merely transletes the refiner's denands ag 
expressed from time to time into an equitable allow- 
able for the entirs fiela? 

A Translates, will you read the question again, Mr. 
Cutler? 

(Reporter Reading): "Q. Then, Mr. Cottle, what you 

are saying is that your Board merely translates the 
refiners' demands as expressed from time to time in- 
to an equitable allowable for the entire field?" 

THE CHARAN: £ guppose you wish to add 


tsubject always to efficient operation"? 


*} MR. PLOTKINS: Yes. 
THE CHALTFui sh ; Because that is what he said 
throughout? 

A Yes, I weuld not express it in that language, tr. 
Flotkins, but that is a fair statement I think. 

Q. And it follows then that the refineries acting 


through the Board, the refineries acting through 
the Board do regulete the market demand for 
Turner Valley crude? 

A Yes, the pesple who are taking oil from, the 
Turner Valley field determine how much wiil be 
teken from that field- up to the point where in 
the opinion cf the Board waste will occur. ie 


as a Board have no desire to iimit the production 
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of the Turner Valley field in any way other than 
for reasons of Conservation. 
Only for reasons of conservation? 
Yes. 
50 you are not conserned with the effect of any 
policy on the part of any one company con the 
volume of the throughput of the pipeline? 
What kind of company do you refer to. 
Wall the Imperial 9or the B. A- or myself, our 
company may choose to change, our company's vol-= 
ume is not sufficient, but tke larger purchaser 
such as the Bs. &. chooses to change its source of 
supply to cover any particular district and th2re- 
by create a situation in Turner Valley and that 
Situation in turn is reflected on tke throughput 
of the pipeline, you do not concern yourself with 
the matters of policy of these different companies? 
No, we have nothing to do with the policy of fe. 
company. 
So you leave out with them--- 
We are not buying cil and we cannot make people 
buy oil. 
That is right. I am reading again from this 
transcript of the special session of 1988, page 
152, ir. Anderson, u.L.A. this is addressed to 
wre Knode.- 
"Tg it your intention to see that the oil flow 
in the valley is held as uniform as possible 
and in keeping with the best known principles 


of production, of course, and to meet the 


market?" 
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Answer, Mr. Knode: 

"The suggestion has been made to the Board, and 
I think, in view of the powers that we have in 
this particular country, that it is a sound 
Suggestion - we experienced the distress con- 
dition when we had the allowable ov 28,500 
barrels, that the Board knew that we were not 
creating good conditions in the field. The 
suggestion has come to us since that storage 
be allowed to smooth out those rough places, 
high spots and low spots of the map. I 
think there is one very present darger in 
that, and that is this - if you allow 
storage on spect oil and the man who has the 
spot oil decides that he is in distress and 
may be in cistress, he can go to somebody, I 
don't know who, but somebody, and say "Here, 

I have a well of 50,000 barrels of oil over 
here which, at the going market price of 

@1.26 some time next summer I can deliver, 
but I am in need of this money at the present 
time; I would like to call on your tender 
mercies and sell you this oil at 20¢ a barrel- 
there is no reason holding a preference fnr 
the majer companies for this, because they 
will take it at 25¢ a barrel." The resultant 
is that he has destroyed or tended to destroy 
a sound field price." 

This is Mr- Knede speaking. 
"If the price is cut in Turner Valley, $1.26, 


2.26, §4-26, you at least have destroyed the 
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Status quo in the market with result lack of 
production, over~buying production in the field 
if you ask 50¢ a barrel. ft certainly isn't 
worth yl.26 to me‘in the field and I won't pay 
ite The resultant is we have a tendency to 
lower the market for our crude, and let me 
suggest to you gentlemen, you, as owners of 
10% of that royalty are intensely interested 
memeeone Oriee of that oils If o17 Ve sola 60¢ 
instead ov %1..26 it means your royalty instead 
of being 12 1/2¢ a barrel is 6 1/2¢ a barrel." 
Now this is what I had reference to this morning 
when I said I believed that sire Knode did not see 
any objection to levelling off production, al- 
though as you have just heard he did express the 
fear that it might cause fluctuation in the market 
prices, well he still is dealing with market 
prices, and in view of those statements and if I 
remember right they were given to the House in 
conjunction with ur. Knode's views for the 
present Act, in drafting the present Act, he was 
afraid the Province was going to lose a lot of 
money if he did not hold on to that price good 
and tight to prevent it from fluctuations, now is 
that in agreement with what you have just said 
that the Board is not concerned with price? 


A The Board in exercising its function under the 


Conservation act, under the Petroleum and Natural 


Gas Conservation Act, is not concerned wita prices. 


Not concerned with prices? 


No. 


Q But you do, you are of the opinion that it would 
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not be wise to allow storage, to allow oil to accumu- 
late? 

For conservation purposes? 

Yes, for any purpose? 

No, I do not think it makes any difference. 

Is that not the present+e+= 

We as a Conservation Board are not concerned with 
what happens the oil once it leaves the well head. 
Well you gay that this suggestion of lir. eraeee 
does not apply to the present Conservation Board? 
It does not apply to the policy of the Conservation 
Board. What lire Knode has stated and what you 

have read to me may be perfectly true but that does 
not alter the fact that we are not as the Con- 
servati-n Board concerned with prices. 

And you do not allow that to affect your dec- 


LsSione:. or your aor ders? 


Wot in any way. 


Now coming back to this question of the levelling 
of. peaks, which has a big effect on the operation 
of the pipeline, you will admit~-- 

I do not know what large affect it would have on 
the operation of the pipeline, in what way Mr. 
Plotkins? 

In what way,. the independent refineries in Western 
Canada consume, according to your calculations, 
about 2850 barrels a day, would you say that that 
figure was approximately correct? 


I would say it is approximately correct just from 


memory ; 


Now the independents are not in the same position 
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as the Imperial or the British American, they buy 
on the cheapest market on the basis of their own 
interests, I mean they are not concerned with other 
proauction in the States or anywhere else, I mean 
they are only concerned with buying stictly on 
what it costs, now would you dispute tla t? 

I would not dispute that but I do not gee ihe’ 
distinction you are making. 

You. do not see the distinction? 

No. 

Now take a refinery in Winnipeg which needs, I 
have a particular refinery in mind, requiremmts 
of 500 barrels a day, it is not very much con- 
cerned with whether. it buys Turner Yalley or 
whether it buys Cutbank or Keevin, why, because 
it has a market that it can use either crude 
economically for, the only thing they are con- 
cerned with is the laid-down value to them, now 
that refinery would be in a better position t” 
switch suddenly, they are not controlled by any 
parent company, the man at the head of that 
refinery is in a position to make his choige from 
time to time and he would be more likely to huy 
in Montana if conditions did not suit him in 
Turner Valley? 

Why, Mr. Plotkins. 

Pardon? 

Why, I might he able to agree or disagre with 
your reascns. 

Well the reasons are these, in l.ontana he has the 


choice of a multitude of producers, he can go to 
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them and make his contract, they will weigh his 
market requireménts and they will weigh his 
particular position; when he comes to Turner 
Valley he is faced with this situation, there 

is the posted field price, he has to nominate the 
amount that he wants to the Board in advance, he 
has+<+~ 

That is not so. 

Thes is not so? 

No. 

How is the Board then going to determine his ree 
quirements, and translate them into actual pro 
duction? 

dell if that particular refiner purchased oil in 
the field say from some refinery who has oil or 
from some person who has oil it would not be neces-= 
sary ferhim to come to us immediately and tell us 
how much he is going to take. As soon as we find 
out that more oil is going from the field than 
our allowable permits we immediately increase the 
allowable. ie know this so-called nomination is 
made. As a matter of fact no nominations are 
made to the Board. The Board makes an inquiry 

to ascertain approximately how much oil is going 
to be taken from the field and it sets it pro- 
ration order on tha% basis. 

So that you claim that in spite of the gauging of 
the market requirements from time to time, there 
is some surplus available that any independent 
refiner in Winnipeg can go to the field and buy? 


No. I do not say that, Mr. Plotkins. I will say 
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this though, this particular refiner you are speaking 
of in winnipeg, never. at any time made any nomina-= 
tion to the Conservation Board and yet eae refiner 
obtained oil. 

Yes that is true. 

‘I mean too mueh significance is atteaned to this 
business of nominations to the Board. 

Q Is it not a fact though that this particular re- 
finer instead of going to the Board, having in- 
vestigated the conditions that existea@ in Turner 
Valley, and Knowing the situation, instead of 
going to the Board, nas tried to find a seller 
and that that seller has in turn made the nomina- 
tion for the Winnipeg refiner? 

A Well what do you mean by “nomination", Mr. Plotkins? 
Perhaps if you define what that word means. 

Q He has stated to you the figure as the probable 
requirement for the period as requested by the 
Board and that would include not only his own 
requirements but any shipments which he might make 
to Winnipeg or so some other refiner. 

A Yes, but people taking oil from the field have ad- 
vised us how much oil will be taken, they intend 
to take from the field and we have adjusted our 
allowables to enable the wells to produce that 
much oil. 

Q So that coming back to this particular refiner, 
then, he is in this position that he has to go to 
gomeone who will find him or sell him the oil? 


A Quite. 


And under existing conditions it is not very much, 
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there are not many places. that the independent 
refiner, that would supply this other refiner, 

that the Winnipeg refiner can go to, there are 

not many peorle, in fact there are ae a~~-- 

A Due to the fact that most of the wells gre con- 
tracted to other purchasers. 

Q Yes, that is correct? 

Yes, that is true. 

Q So that the Winnipeg refiner finds himself ina 
closed markst? 

A What do you mean by "closed market"? 

Q Well there are no sellers, he has to worm his way 
in in order to get a supply? 

A I do not know what you mean by"worm his way in!" 
lire Plotkins. He has to go to someone who has 
access to the cil to get it, that is true. 
Whether you would call that "worming in", I do not 
know. 

Q Is that the same situation which exists in pontana, 

you are familiar with the iiontana field? 

No. 

That is not the situation? 


No. 


Oo &- © & 


What is the situation in Montana whea the winnipeg 
or Saskatchewan or Alberta refiner wants to buy 
Cil? 

A Well I presume he would go to the people that he 
knows have no market at the present time and ate 
tempt to buy from the producers. I assume that 

is the case at the moment. the difference being 


that there are more wells in Montana that have 
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not contracted to purchasers than there are in 
Turner Valley although I do not know, I have not 
leoked at the Montana situation for approximately 
a year now. 

Q Then you will agree that in luiontana there is an 
oper market, in other words the Canadian refiner, 
the Western Canadiana refiner, can go down there 
and without having to go through a major company, 
or through any broker or any pipeline, he can buy 
his requirements at whatever the market prise is? 

& At whatever price is agreed upon between the 
purchaser and the seller. 

@ Yes, and if he agrees to pay--«+ 
THE CHAIRMAN: Was that the position a year 
ago? 

A That is the position a year ago and I do not know 
if that is still the pestiion although I do not 
know of anything that hes happened in Montane that 
would change that position. 

a MR. PLOTKINS: So the Cenadian refiner is 
going to be strongly influenced under the 
present situation to make his purchases in Montana 
and affect seriously, we have last year's history, 
the throughput, at least to che extent of the 
independent share of it, that is going to go 
through this pipeline? 

A That depends entirely upon at what price he can 
buy his oil at in Montana as conpared with the 


price he has to pay for Turner Valley crude. 
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A knd the price of which, the cost of which he san 
lay down wontana crude at his refinery as compared 
with Turner Valley. 
is it entirely a matter of price? 

Tt would assume so, it is just a matter of cost to 
the refiner, I do not know of any ates thing 
which would influence such a refiner as you are 
speaking of. 

Q THS CHAIRMAN: It is suggested the refiner 
nay not be able to get it at all because of the 
contructs with these major companies tying up the 
production? 

A In Turner Valley? 

@ Yes? | 

A £ Know that no refiner has been unable to get 
Turner Valley crude. True, all cannot approach 
the Turner Valley producer but crude has always 
been available, subject to meeting the conditions 
of the pipeline, from peaple that have oil. [I do 
not uknow anyone that has been unatle to get oil 
in tank car quantities. 

Q MRe PLOTKINS: If L suggest to you, ir. Cottle, 

that the Regina refinery, what was the name of it, 

Mr. Frawley? 

WR. FRAWLEY: The Consumers’ Co-operative. 

THs CHATHRWAN: At the posted prise, Mr. Cottle? 

A Yes, at the posted price plus the pipeline rate, 
plus c handling charge: 

Q Plus a handling charge? 

Yes. 


hiRe FRAWLEY: In tank car quantities? 


A In tank car quantities. 
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Q MR. PLOTKINS: I suggest to yous-« 
THE CHAIRMAN: bxcuse me a moment, hire Plot- 


kins, what is meant ky “tank car quantities", 
how much? | 

A Well in a tank car, I should eee Said a tank 
car holds approximately 230 barrels I think, I 
may be a little off there. 


MR. PLOTKINS: Between 6000 and 7000 gallons. 
WITNESE: Well it ranges up to 10,000. 
Q THE CHAIRMAN: A tank car holds? 


4 230 barrels I think is approximately right, is 
that not so, hir. Plotkins? 
MR. PLOTKINS: The standard tank car is 6700 
Imperial gallons, there are smaller and there are 


larger. 


(Go to number 4459) 
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MR. FRAWLEY: I am instructed by someone 
woo knows that the standard tank car is 7,000 gallons 
or 200 barrels? 
fi 200 barrels. 
@ WR. COMMIS) IcweR. Lips: That handling charge is a 
charge made by the Imperial Cil for passing it on? 
Mee 7 Sir. 
And doing the loading? 
fom. sir, 


Do you know how much that hamling charge is? 


> £€ ££ £ & 


peOents 2 barrel. 

iy They do not actually get the crude oil at competitive vrices, 
they have to pay this 5 cents a barrel over ard above the 
posted field price? 

A They have to pay the nandling charge for loading into tle 
tank cars, plus the pipeline for transportation from the 
well, plus the posted field price. I would say, sir, that 
is a competitive price inasmuch as all other people have 
to pay that price. 

Q You say all other people. All other people except the 

Imperial? 


A Except the Imperial, yes. 


@ MR. PLOTKINS: Mr. Cottle, as a matter of fact, 
even the Imperial pays it indirectly. They led their own 
tank cars and there is a gost. They load it at their own 
cost. The pipeline does not load that for them? 

MR. COMiISS IONGR LIP salt: They do not load tank cars 
POWE ys 6.0: 
ae ee ELOTII™D ; For their own refinery at 


Regina they do. 
im) Wee, tor their refinery at Regina. 


& They have a cost, whether it costs Oo cents or 10 gents. 
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I do not know. So the matter OF the 5 cent loading charge 
does not really affect the pipeline competitive figure? 

Not very much, no. You méan assuming that the 5 cent charge 
is an unrsasonably-high chargs it still is not a sufficient 
factor to affect competition, seriously. 

Well, no, I would not put it that way. 

MR. COMI S8TO" ER LIPSETT: I do not think he was suggesting 
it was too high. Were you or were you suggesting it was 


right or too high or too low? 


Mise PLOTILINS: At this time I di€ not feel 
it was necessary to go into it. I covered that in my 
vrief. 

THE CHATRII AN: I do not think so either. 


I agree with you. Let us get on. 

MR. PLOTIINS: Po come back to this Consumers! 
Go-Operative Refinery at Regina, the facts are that last 
Summer they were unable to find a seller of Turner Valley 
erude. They came to me and I told trem I could not see 
where I could get them that crude and the manager quietly 
carried on his purchases in Montana. It was only some 
considerable time after this that he did buy, at least 

the refinery bought a few tank cars, and for reasons lnown 
to themselves - I am informed it was because tle re was too 
much red tape - that is the way they put it, and they 
disoantinued again. In view of that would you still think 
that the average independent refiner in the Western 
Provinces would make any serious efforts to find somebody 
that was good enough to sell them some crude at the 

regular going prices? 

Ido not acce pt what you said, Mr. Plotkins. The Consumers! 


Go-Operative in Regin®@ did buy oil in conSiderable quantities 
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from Turner Valley. 
For a time? 
For quite a time,yes. 
And you do not agree with me when I say they went back 
to Out bank? | 

Ido not know that they did. Perhaps they did. 
We will take the refinery, the Sodium Natural Products 
at Expanse, or some little tow in Southern Saskatchewan? 
Yes. 

Is not that the Same history. They for a time purchased 
Turner Valley crude and then went back to hiontana? 

Yes, to the Kevin-Sunburst field. But for what reasons 

Tam not sure. One of the reasons is that they are in the 
fuel oil biSiness and wanted a heavier fuel. what other 
reasons they might have had I do not know. What reasons 
the Consumers! do-Operative might have had in going to 

Cut bank - I do not mow that they did - but for what reasons 
they vent to Cutbank I do not know. It might have been 

a price consideration or some ovher consideration. 

You are not of the opinion in general the reasons are it 

os herd to buy exude in Turmmer Valley, that is, Gn general? 
In Turner Valley? 

All refineries in Western Canada, the independent ones? 
You say to buy crude in Turner Valley? 
Buy Turner Valley crude? 

Ido not think so, because I do not know of any insurmount- 
able difficulties of buying Turner Valley crude in tank 
ear quantities. I do not know of anyone who has been refused 


a supply of crude oil in tank car quantities. 


I am going to read again from the additional evidence, 
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Friday, November 18th, page 85 A, 


"Qs. It is in the interests of the field to have Surplus 
storage? 

A. My clients feel it is in the interests to have Storage. 

Om More than you have a market for? 

A. Yes, I think you should have storage in the field for 
the simple reason that the market in this is probably 
unlike other places -- probably unlike Texas. You 
have a peculiar market im that. AS we all lmow, there 
is a large consumption of fuel in the spring when the 
farmer 1S on the land, and in the fall when these crops 
are being taken off, and from Avril to September and 
October where there is avery heavy market demand, 
and then, tiiis kind of weather comes down on us, and 
now for another few months there is a very light 
market demand. Now, we suggest for serious considera- 
tion that they have a petition as we had Last Se»tember 
when these wells were allowed, they should have been 
allowed to produce, which is wasteful -- that there 
should be something to even out, I think Mr. Smith 
said yesterday, the humps and hollows of tle production 
line. 

MR. TANNER: The same question followed up. Did lir. 
inode not make it quite clear to this Gomnittee 
yesterday, that is his desire and his intention to 

ivon out the level that is used, and See there was 
sufficient without pooling the field to meet the demand?” 

Is that word "pooling" or "pulling"? 

Yes, pulling it wold be, to meet the demand. 
Yes, it makes no sense otherwise. 


THE CHAIRMAN: What is the cuestion now? 
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F. G. Cottle. 
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es 


MR. PLOTKI™S; I am suggesting to lr. 

Cottle that this pipeline woulé much better Supply all 

the market demand and would have an influence on restrict- 
ing the importation of erude oil and other needs products 
if the field were allowed to produce on a basig so as to 
establish crude reserves to meet the market on a more 
unifom basis. 

To establish reserves in storage prior to the peak demand 
Oontthe market? 

iyeat is right. 

Maat iS on the assumption that the pineline is not capable 
of carrying the peak demand without the storage is built up. 
You are referring to the pipelire at tle moment? 

Not exactly the pipeline alone? 

That is what you said in your question. 

THE CHATRA™: Supposing ur, Plotkins wanted 
to get a load of oil from Sunset. The suggestion is he 
might be deterred by this general scheme of pro-ration 

if he wanted to keep it in storage, to use a concrete 
example? 

Well, in answer to that, we are not interested in what 
happens to the oil after it is produced. If Sunset or 
Sunburst, which is, perhaps, the well you had in mind? 

Yes, Sunburst? 

If Sunburst will just put its oil in storage we have no 
objection to it doing that so long as that well does not 
produce more than the allowable assigned to it. 

ER. PLOTKINS: | Yes, but, Mr. Cottle, when a 
refiner in Saskatchewan or i.anitoba wants someone in the 
Turner Valley field, dther a reriner or a producer, to sell 


them oil in August when it is faced with @ choice of buying 
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in Cutbank or buying in Turner Valley and thdre is no 
visible reserve, he has to depend on daily production 

and he has to depend on the pipeline not breaking down, 

and he has to depend on tank cars being available for 
Shipping, would not that create a condition that would 
militate against using Turner Valley crude as against a 

free market? 

Not at all. 

That is, more tank cars and other facilities being available 
in Montana where there are reserves? 

More tank cars available in Montana? 

Yes? 

And more pipelines available? 

Well, no. I Say there are reserves in Montana? 

You spoke of visible reserves, Mr. Plotkins, beirg oil in 
Sto mage on the lease, is that what you had in mind? 

No. If you will study the Conservation Board's statement, 
the Montana statement, you will find at all times in that 
field there is a certain reserve supply on hand, either 

in the field or in the hands of the pipeline company, 
stored? 

Or in the hands of refiners? 

That does not show the reserve in the hands of the rwfiners. 
But that statement doeS Cover, .e.. 

I think it does, if my memory sarves me rightly. 

Perhaps, you had better ref2r to that Exhibit. I have it here. 


For our purposes it is not essential? 


The storage, according to the txhibit you filed, totalled 


at the end of the year 1938, 1,480,604 barrels. That is 
total storage, of which the producers had in storage 
192,463 barrels; the transporters had in storage 726,140 
barrels, the refiners had in storage, 563,559 barrels, 


and purchasers had for storage, 196,951 barrels. 
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THE CHAIRMAN; The Exhibit you refer to 
is what? 

A IT haven't the ixhibit number on my copy of the Exhibits. 
MR. FRAWLEY: Bee Dae e's ee 

Q MR. PLOTKING; What percentage of the total . 
productio for that year would that figure of storage, 
total storage, represent? 

A 29%. 

Q 49%, and in your experience, Mr. Cottle, you have been 
dealing with these particuler Montana figures for a number 
Deevcams, Loméean 1950, 1967 and 1938. | Yousnave mace 


several trips inthe field? 


A Yes. 

Q You have acquainted yourself with the Conservation Board's 
figure s? 

A Yes. 


Is not that approximately the same figure from year to year? 
In 1935 the total storage was 1,000,000 at the same period, 
compared with 4,600,000. 
Compared with 4 million wit? 

A 4,600,000 production, which is 22% apnroximately. That is 
DI6o. 

Gy Yes? 
1936 the storage was about & million at the end of 1936. 
1937 it was 1.378,000 am 1948, 1,480,000. 

& So there were subetantiel resirvves available to the trade 
in Montana at all times? 

A Well, this storage So far as the vroducers is ecmcerned 
amounted to only 192, 038 barrels, and in 1957, 175,000 

and in 1936, 132,000. I would say that is the oil that is 


available to the trade, because the oil in the hands of 
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transporters and refineries and purchasers is the same as 
oil in Turner Valley in the hands of the Imperial and 
British American and Lion Oils. 

Wemrue correct, Mr, Cottle? 

Pewowid. think so. 

You understand that in ifontana the Illinois and other pipe- 
lnnes carry everybody's oil. In other worms, they do not 
carry oil like here. The market is not in the hnads of 

one or two large companies, is it, in Montana? 

Ido not know how many companies the market is in the hands 
of. There are several refineries, that is true. There 

are quite a number of marketing organizations. There are 
more refineries in Montana than there are here. That is true. 
I do not know that there are any more people in the oil 
business than there are here. 

What I am asking you, would you say that the oil in the 
hands of the pipeline belonged to the pipeline? 

I would say that the oil in the hands of the transporters 
belonged to the transporters, as buyers of the oil. The 

oil in the hands of purchasers for storage would be also 

in the nands of the pipeline but belonging to the purchasers. 
Well, in view of what I mow I suggest to you that the 
greatest part of the oil in the hands of the transporters 
belongs to private concerns and is not the property of 

the pipeline in Montana? 

Well, perhaps, you know and perhaps, I do not know. I do 
not mow. But tmt is my impression, that the oil that is 
shown here as transporters’ is the property of the pipeline 


~ 


company as the purcheser. 


Now. Mr. Cottle, this morning you gave us the increase in 
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the markets for all companies in Western Canada. are you 
able to give us the increase that is represented by the 
independent refineries and marketers here in the Western 
Provinces? | 

Oe 1 am not at the moment. I can obtain that information. 
Would you say the independents in the last three years 
have assumed a greater and greater portion, in fact quite 


&@ big chunk, into t he Western Ganadian markets? 


Well, by independents you mean people engaged in the business 


other than the British American and the Imperial and the 

North Star anc all such companies? 

Yes. No, I mean outside the Imperial m6 British American 
and its related companies. 

MR. HARVIE: Why are not we independents? 
MR. PLOTKI™S: Well, independent in the 
form of not being a major company. 

We will take Alberta alone? 

Yes, take Alberta alone. Which companies do you take into 

account? 

Oomp anies? 

Yes. 

All independent refineries and marketers. Is it not a fact 

that a few yearS AQOu.ece- 

THE CHAIRMAN: You mean other than Imperial 
and British American’ 

MR. PLOTKINS: Yes. 

Is it not a fact the Imperial and British American until 

a comparatively few years ago had approximately 95% of the 
market? 

I do not know whether it was 95. It was guite Substantial. 


At one time it was as much as 85% and including sales to 
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Jobbing companies supplied by those two Companies. 

Are you familiar with the present figure? 

No, I have not amalyzed the figures recently . 

If I suggested to you that I hai made some computations in 
order to present sae information to the Provincial Goverm- 
ment that including the big independent jobbers that the 
imependents in the Province of Alberta to-day market 27 67% 
of the total rerined products, would you think that would 

be out of the way? 

IT wuld not think so. I wquld not want to say, iir. Plotkins. 
Have you any reason to believe that the same condition does 
not exist in Sasketchewan and in Manitoba? 

I do not know. 

But we will assume that it does, that the independents are 
gradually getting more cf the market, would not the Gommission 
be well advised to take seriously the vossible market 
represented by the independent refineries and marketers? 
For what purpose? 

For the purpose of finding out what is the probable market 
including Imperial and British American for Turner Valley 
crude as against some Yroreign crude? 

Yes, but for the purpose of making what deduction or finding. 
Why would the Commission....you want my opinion as to 

whether or not the Commission should consider the independent 
market separately from the big market. For what purpose? 
To consider the influence that an open market and crude 
reserves in the Turner Valley field would have on the 
throughput of the pipeline? 

I do not see, wr. Plotkins, where it has @ny bearing. It 
difference whether the independents, So-called, 


makes no 


have 27% or 47% of the total market. The total market is 
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what it is regardless of the number of companies that are 
selling. Territorially, this market has a certain number 
of barrels per day of which so much is coming through the 
pipeline. I do not think it makes any difference how many 


people sell that oil. 


You do not think it makes any difference where it comes from? 


AS Tar as the total market is concerned, no. 

Do youthink it makes any difference where the oil comes 
from originally? 

As far as the pipeline is cmcerned? 

Ye s? 

mea OL course, it does, 

Then you are Siving us some figure, based on the estimates 
of the tutal requirements of the Western Provinces? 

Based on the evidence before the Commission, yes. 

Based on what? 

The evidence before the Commission. 

are you aware that the Provincial authorities have means 
of accurately guaging all the operations in Western Canada 
so that the Commission can intelligently deal with that 
question, not only for this year but for the future? 

Say that again, ir, Plutkins. They have the means of...... 
I will put it this way, that the Dominion Go vernment....... 


The Dominion Government? 


Ye s? 

KR. FRAWLEY: You said the Provincial. 
THE CHAIRMAN: It is the Dominion you mean? 
MR. PLOTKINS: Yes, the Dominion. The 


question is this. Are you aware that each year the 


Dominion Government causes one of their departments to 
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send out a questionnaire, it is a book with approximately 
1500 questions, and that that questionnaire covers all the 
operations, without exception, even to the smallest 
refinery in the country, thoroughly, as to their imports, 
their sales, where they sell, and one hundred ara One; 
in fact one thousand and one questions relat ing to that 
subject. And that is on a calendar year baSis. 
THE CHAIRMAN ; Let us pause there. He asked 
you if you are aware that is so? 
m6 Yes, i al aware that all industries report to the Dominion 
Bueeauof Statistics, Census of Industry Branch, including 
refiner ies ; 

Bi WR. PLOTKI™S: Why wouldn't you take the 
figures that are available in Ottawa in making up your 
chart this morning instead of taking tax figures and add ing 
what you think or what you have found the customs have 
allowed to come in, in order to determine the market? 

me ie, Plotkins, I did not take any tax figures in thal. I 
did not take the tax figures at all for makirg m_ estimate. 
I made the estimate this morning based on the evidence 
that is here of what is going to be consumed: in 1939, or 
what ig going to be transported over the pipeline in 1959, 
I know of no other place where that information is avail- 
able. 


For 1939 
Peer L959. That is what I did this morning, Mr. Plotkins. 


But for 1938 and tor the previous years would it not, in 
your opinion, be much better for you, for your department 
and for the Commission, to get the facts and figures from 


the Dominion Government, covering all the operations of 
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every oil company in Western Canada? 


A Instead of Submitting Exhibit No. "170", you me an? 


& 


I have not seen it. I would like to look at it. 

I knowof no more reliable source of information contained 

in the ixhibit than I got, namely, from tiie records of the 

Petroleum & Natural Gas Conservation Board, and adding to it 

the recows of the Gompilation Branch of the Dominion Bureau 

of Statistics, Customs Compilation Branch. 

dL That is, you have used Customs' figures? 

A For the importation figures that I have no other record of, 
yes. 

Q@  Customs' figures, added to the figures the Provincial 
Government has available...... 

A I did not use information the Px vincial Government has 
available. I used my own information which is available to 
me as a member of the Conservation Board. 

Q Mr. Cottle, you put in another Exhibit that purported to 
weigh the gasoline consumption and you used the tax figures? 

A An Exhibit was put in this morning to show the increase in 
consumption of taxable products for the past faur years, 
and the information just happened to be for the years 
ended March Slst, 1936 to 1939 inclusive. That is no 
eis of mine .It was notintended to be an estimate of the 
market. It was just to indicate the trend in total 
consumption. | 

& Yes, and here we are making assumptions but we do not imow 
what amoumt of heavy distillates are represented in P9567? 


A feo .etated this morning. 


& You do not know what amount of heavy distillates are 


. 
py 
HY 


\ 
if . 
Na 
. 

ry 


’ 
“ 
ad 


st 


vtey 


ee 
' 


ay 


ec 
‘ 
ms 


an 
YM Gee 


Stee 
ae AT 
ge 


ae 
4 
n 


er ioe 
eam 
iy 
ty s 


eee 


' 
‘ 
‘ 
ey 


tres y 
add -ot 
rg ‘ 
, 

ae 

t Cue 

. . 

‘ 


i 

’ 

“ase 

ie Sg 
' 
ot 


" 
Pyne 
Rhee 
. 
: 
’ 


se 


F. 


Wy 


G. Cottle. -4472- 


represented as sales or are sold in Saskatchewan and 
Manitoba, that is correct? 

That is correct. 

All right. All the figures of consumption are available, 
not any guessing, but accurately. Why could not these 
figures be available to your Board and in turn to this 
Board so that they can predicate their findings on something 
Solid, on actual facts and not..... 

Would it make any difference whetler they were ~ perhaps 
you did not understand the purpose in submitting that this 
morning. It was merely to show the trend being a gradual 
increase year by yéar. That is not Submitted to indioate 
what the total Prairie Province market is. 

Exhibit "170" purports to show what the consumption was 
in 1938, and it was prepared from the NOgE oto ee Oe source 
I know of, notwithstanding what you have said about the 
Dominion Bureau of Statistics. 

Would you not think that it would be better to determine 
actually what the facts were, so as to find out if that 
is a fact, the trend is upwards or downwards or what the 
Sa are, because my information is that the Dominion 
Govemment gives exhaustive statistics and facts and figures 
and gives the reasons why it is this and why that, and 
that would certainly be preferable to estimates by various 
bodies, because they have in their power tle ability to 
secure ee more accurate information than the Provincial 
Governme nt? 


I dispute that. 


; into Saskatchewan and determine the markets 
Well, can you go into » 


and refining and crude importat ions and so forth? 
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A Can I go into Saskatchewan? 

Yes, as a Conservation Board? 

BOL cannot , to determine what the market is go into 
Saskatchewan. I could determine the market , the Tumer 
Valley crude oil that goes into Saskatchewan, because 1 
know the complete disposition of practically every barrel 
of crude oil that is produced im Turner Valley. 

& But Pesan you can follow it up to the Saskatchewan 
refinery but you would not know what happens to it from 
th ere? 

A I am not interested, tir. Plotkins, Once it gets to the 
Peranery it 7 consumption as far as Exhibit "170" is 
concemed. How much of it turns out as distillate or 
Diesel fuel or gas oil or gasoline means very little ag 
far as consumption is concerned. In other words, Hxhibit 
"170" is a computation of consumption based upon apparent 
disappearance of the Supply, which is known. wuite a 
Gommon method of estimating consumption. 

@ Has your Board made any official Survey of the Turner Valley 
field to determine the crude oil reserves and physical 
conditions that must govern efficient pvrodwtion methods 
to recover these estimated reserves? 

A To determine the crude oil reServes and...... 

& How to recover these reserves. How they may determine 
which is the best way to recover then? 

A&A We have made no attempt to determine the crude oil reserves, 
no. We have studied the characteristics of each well in 


the Valley. We keep very exhaustive records of the various 


functions of the welis for our own guidance. Does that 


answer your question? 
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fe. &. Cottle. 

Q@ Yes, and that is the reason tha that you could answer 
this morning that you felt confident in the period of 
peak times the wells would supply that amount of oil? 


mine is the reasm, yes. 


e) It was not based on any Survey as to the amount of oil 
recoverable? 

A WE 4210.0 Based on the functions of the wells, the 
characteristics of each well in the Valley. verhaps I 
should explain, iir. Plotkins, we have four engineers in the 


Valley. 


(Page 4475 follows. ) 
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There is no arrangement which will affect the pipeline, 

Mr. Cottle, Turner Valley, a producing company with 
refining facilities in Saskatchewan or ijanitoba, are not 
likely to go to Montana to buy their crude requirements, 
are they? 

I wuld not think so. I said that in reference to Brandon 
this morning. 

so if more independent refineries were in the field in 
Western Canada as an off-shoot of Turner Valley producers, 
the economics of the crude prices would not be such a vital 
factor for these particular companies? 

Well, that is a rather far-reaching statement, Mr, Plotkins. 
What I mean is, we will take the anglo Canadian as an 
instance? 

Yes. 

It has a refinery in Brandon, Manitoba? 

Yes. 

It is not likely that it is going to discontinue shipving 
Turner Valley crude into its Brandon refinery just because 
Bast Texas 2rude is selling at a dollar amd that that 
dollar represents the laid down cost of less economic, of 
more economic value than their own crude so far as the 
posted field price is concerned? 

I think that wold depend, Mr. ?lotkins, aow much less, 
certainly there would not be any sense of an indep ende nt 
producer having an independent refinery somewhere many, 
many miles away from Turner Valley shipping his crude oil 
to that refinery when it is only worth, well to be 
ridiculous, say 10 cents, just to confine it to himself, 


when he can sell it to local people for $1.50 or whatever 


the price may pe. 
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Q That is under present cmditions, who would he sell it to? 

A To whoever would take it, there is no well in Turner Valley 
what Nas no market, itr. Plotkins. 

@ Well, why do you say that the Anglo Canadian would choose 
to invest money into a refinery and attempt to market their 
own crude oil if they cowd sell all their production at 
me regular field prices? 

A Well, I do not know why they did, Mr. Plotkins. 

Q It would be reasmable to assume that they are trying to 
protect their ow crude markets? 

A I do not know that it would at all, it may be that the 
company built that refinery wanting to get into the refining 
buSiness or wanted to become completely integrated, I do 
not know. 

Q, You would not agree that would be for the purpose of assuring 
themselves a mar ket? 

A Well, I cannot agree, -r. rlotkins, because I do not know. 

& You are familiar witi the situation that exists in respect 
to the importationby the Texas Gompany into Alberta and 
Saskatchewan and parts of Manitoba? 

A In a general way, yes. 

® You Imow that the reasm they import is because they camot 

make satisfactory arrangememsS with the major conpmies here? 

No, I do not Imow that at Bulls 

You cdo not Imow that at all? 


No. 


Have youever heard that the Texas Compmy is operat ing 


£2. ae eS - 


their refinery at Sunburst to capacity? 
A No. I canmt say definitely that they are. I couwld gquite 
? 


well imagine that they may bo but £ do not know, [ do not 


know the capacity. 
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Have you ever heard mention by the officials of the Texas 
Company that they would be glad to buy proiuets in Western 
Canada instead of ménufacturing them in Swburst? 

No, I certainly have not, | 

You never heard that? - 

No. 

What was the figure this morning that was show as imvorta- 
tions of refined prodwts, 17.2%? 

Yes, those were ifr. Harvie's figures. I have not verified 
them yet. 

wow, they represent in the main the Texas Compmy's 
importat ions? 

The Texas Company would be the largest importer. 

Yes, would you say, knowing the situation as you do, that 
if the Imperial and B. A. Compmies changed their policy 
towamts the independent marketers and sold refined products 
to the companies that the Texas is now selling to, that 
that figure, the importations of the Vexas Comyomy would 
g2) down substantially? 


Yes, Iam aware of that, I am aware of the fact that the 


Texas Gompany has jobbers, 
Sure, who have quite e gallonage of gasolinc and that 


See would be replaced by Turner Valley crude? 


In that case it would, yes. 

And have you any idea as to what that market amounts +t 0? 
Not offhand, no. 

But youwould say it is substantial? 

Yes, I wuld say it is substantial. 

So that if we could induce the Imperial and B. A. to change 


their policies and to meet the competition, American 
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competition in this case, or the Texas competition, and sell 
the independent jobbers in the Western Provinces, that 

would substantially increase the amount of crude oil which 

would be available for this pipeline? 

I cannot say as to that, Mr. Plotkins, because I do not know 

that the Texas Company is selling gasoline to these people 

you are Speaking of for anything less than the Imperial or 

B. A. OY Somebody else might be willing to sell it at. 

You do not know the economics of tle situation? 

No, I do not know at what price the Imperial or B. Jj. are 

willing to sell to the jobbers of the Texas Comnany 

Well, assuming that the B. A. and the Imperial are not 

willing to seli at any price but the independents can buy 

and resell and that they change that policy to one of 

meeting the Texas Comvany, that would displace part of 

those importat ions? 

Assuming that the Imperial would meet the price or the Texas 

Company? 

Would give a reasonable margin, you are familiar with 

marketing margins? 

Yes, I am familiar with marketing margins. 

Well, assuming thst the British American or the Imperial 

Oil were willing to give a reasonable market margin, you 

understand that the Texas Company is placed at a big 

disadvantage in marketing refined products in Alberta ard 

Saskatchewan as compared with the Imperial and British 

Am erican? 

Due to the fact that their laid down cost of gasoline is 

high? 

Ye s? 


Yes. 
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ROU realize that? 

Yes. 

I mean you agree with that? 

aera 

So that they are working at a disadvantage and yet they 
are able not only to tale their own markets but take the 
jobbers! markets, at least a large proportion of the 
independe rt jobbers, and thus replace the Turner Valley 
erude? 

Yes, but I do not Imow that the Texas Company, Mr. Plotkins , 
is giving a margin to those jobbers any more than the B. a. 
or Imperial are willing to give. Now, lL can answer you 
best on the assumption that the Texas Company is giving a 
wider margin than the 5. A. or Imperial are willing to give 
but that is purely an assumption which may ormay not be the 
fact. 

Then that brings us to tie ipoint, the Texas Company then 
is not worried about the price of Turner Valley, the posted 
field price of Tumer Valley eru de? 

I think the only interest that the Texas Company has is 
insofar as it is reflected in the tank waggon prices of 
gasoline with which the Texas Company is competing. 

The Texas Company is naturally quite interested in the 
price of gasoline in this territory. 

True, but, Mr. Cottle, you have heard hiv. MeGrath and Mr. 
Woolley definitely state that there was no relationship 
between the cost of crude and the selling price of gasoline, 
so the Texas Company is not concerned with the selling 
price of gasoline, in purchasing their crude? 

I do not recall Mr. Hetrath or Mr. Woolley making that 


statement, Mr. Plotkirs. They both made the statement 
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that they were not at all interested in the price of 
gasoline, that that was a matter for another depart me rt , 
but I am not saying that the price of zasolire is not 
necessarily related to the price of crude,” Dam jue. 
say ing that Mr. Woolley and lir. ucGrath did not make that 
statement, to my recollection. 
by So that so far as the Texas Company is concerned tl price 
of Turner Valley could go up or go down and they would still 
continue to make imports into the Western Candda markets? 
a Yes, there is nothing to stop them importing all the 
gasoline they like, regardless of the price, either of 


erude or the refined products. 


ik. £LOTKING; AlL right, thank you. 
THE CHAIRMAN: . any further quest ivns? 
MR, FRaWLEY: I want to clear up some 


figures which tir, Harvie was putting to you this morning, 
so there will be no misunderstanding, he was going to 
show you the notes that he was using and he put it to vou 
that out of what he called the total offerings, the total 
offerings in Alberta in 19388 which he put, gave to you as 
78,322,772 gallons, of that amount the sales of Montam 
products were 15,465,631, do you remember him putting 
those figures to you? 

fe) Yes, wiich is 17.2%. 

w Which was 17.2%? 
es. 
Now, iL call your attention to Exnitit "hyo vee fae 
morning, table 6 of that Exhibit Shows, it is a Dominion 


Bureau of Statistics' publications, table 6 shows the imports 
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into Ganada of gasoline, and it shows among other things 
importations: into each Province in Ganada of gasoline, 
importations from the United States' points, I presume 
they mean? 

Well, that is the only place it could come from. 

Of gasoline, and also natural casing-head, and what are the 
figures shown in Exhibit "173" as having been imported into 
Alberta, gasoline and casing-head respectively? 

The total gasoline imported into the Province of Alberta 

in accordance with page 4 of Exhibit "173" in the year 1938 
were 10,676, 883 gallons. 

Now, caSing-head? 

The caSing-heaé for the same period was 358,208 gallons. 
Now, have you the figure that, we have been talking about 
Miao, Cid you say? 

Dae: 

Have you the figure which you can tell me, what percentage 
can you give me of the figure with which you 0&n compare 
that importation into Alberta from the United States, the 
Paeure of 10,676,888? 

Just Mr. Harvie's figure of 78 million. 


MR. HARVIE: I think rather than have the 


figures too confusing, there would be apparently a 
discrepancy there of some three million gallons, on the 
figures which I gave and the figures which ir, Frawley is 


now quoting, and my suggest ion is that in fact there is 


no discrepancy; if these complete figures were known. 


I have the figures that Mr. Frawley is readirg from, the 


heading is "Gasoline lighter than 82.8256 specific gravity, 


plus easing~-head", was 10 million plus the 468,000. The 


figures I gave this morning were the total sales of all 


products imported from the States, which would be inclusive. 
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A 


Just to illustrate, of the crude brought into Coutts and 


refined there and sold in Alberta..... 


rh.e..%8? 

MR. HARVIE: Yes, the 78. 

Mi. FRAWLEY: You mean both the 78 and che 
135 you gave this morning? 

MR. HARVIE: The figures I gave this 


morning are the entire Alberta ¢ osumnt ion of gasoline 


prodw ts. 
MR. FRAWLEY: ‘ Taken from were? 
MR. HARVI:: They were compiled by the 


British American Vil Company. Now, I am informed that 

tho se are correct figures. Just where they got them from 

I do not know but the whole point is this, the other 
figures are only partial figures; in some cases only 
taxable products, in other cases taxable plus casing~head 
and all dow the line, I am suggesting that pow sibly you 
could assist the Commission if Mr. Cottle would take all 
the figures and show that these figures used are comparable, 
and total figures and not partial figures. 

MR. FRAWLEY: I am quite certain Mr. Harvie's 
elients have sent him meat figures, but unless we know 
how they are made up and what they include it is hard 

60 compare them with figures published by the Governmert 
Board. 

MR. HARVIG: In addition to the figures 
you are putting, of the 10 million, my figure does 

include the gasoline that is made from crude imported ,— 

WITNESS: Which figure, lir. Harvie? 

WR. HARVIE: Both figures. 


MR. FRAWLEY: The 14 millions 
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MR. HARVIE: The 78 million includes every 
bit of gasoline products sold in Alberta and the 13 inoludes 
every bit of gasoline products sold from Montana crude, 
whether it is refined in Alberta or in Montana. 

Oh, I see. 

MR. FRAWLEY: That is what I want. 

I cannot verify your 13 million figures then. 

MRe HARVIL: Iam only saying it is not 
necessarily in dispute. 

That is why I said this morning tlhe 13 million figure 
Strikes me aS being possibly the total importation through 
Coutts, which would not include the omde oil. 

MR. HAtV1S; On that point, when we 
compare that portionof the Alberta market which is being 
Supplied by Montana cruse, are not my figures the correct 
ones to take? 

Well, if they could be yerified, 

Yes, granting that? 

It Hares no difference, Mr. Harvie, wheth er you know that 
there are so many barrels of crude coming into Alberta 
plus so many barrels of gasoline and refined pmwduots 
coming into Alberta or whether you express the sum of those 
two figures as one, namely, tie PS mi ton’ 

Yes, one is in gallons am one in barrels and it is hard 

to correlate them. 


They are both the same thing, if you put tlem on @ common 


denominator. 

There is no place that I can see where they have been put 
on a common denominator except in the figures which I 
have given. 

MAJOR LIPSiTtT: Is there any figure in Mr. 


Frawley's figures showing erude imported, which might make 


the difference? 
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MR. HARVIE: Yes, there is, that is 
the point, Mr. Commissioner, I say that should also be 
ineluded in addition to the figures which lir. Frawley 
has given, if those are included, and then there is no 
discrepancy. 

Mi. FRAWLEY: Here we have it, on this 
Exhibit "173", it shows the re was imported into Canada 
fm wne oalendar year 1938..... 

WITNESS: Alberta, 

@ MR. FRAWLEY: Imported into Alberta, it 
Shows all the Provinces of Canada, it stmws there was 
imported into Alberta in 1938, 7,675,838 gallons. 

MR. HARVIE: I think I have that figure too. 
MR. FRAWLEY: We have it now as 7,685, 838 
Imperial gallons of crude imported into Alberta. 

MAJOR LIPSETT : That would make the discrepancy 
as bad on that side as on the other side. 

MR. HARVIE: You cannot directly convert 
erude into gasoline. 

MR. FRAWLEY: No, you see, the difficulty 
there is, well, ifr. Cottle, yow have some knowledge of | 
these importations, does that indicate that that crude 

may not all have remained in Alberta? 

A That is my understanding, I think, perhaps, I can clear 
this whole matter up by finding out exactly what tlhe total 
taxable sales were in Alberta for the year 1938, 

Q For the calendar year? 

For stile Po amateur 1938. I can get that very quickly. 
I can also abtain the information as to the exact amount 


of gasoline and distillate and taxable products which were 
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imported into Alberta during the year 1938 ami how much 
of that gasoline was exported into Saskatchewan during the 
year 1958, if that will be helpful to the Commission, I 
will be glad to prepare it. 
& MAJOR LIPSEIT: ir, Cottle, as a matter of 
fact, this figure of ,7,675,000 gallons of anne in 
table 3 of Exhibit "173", if that were reduced to gallons 
of gasoline, your two figures would ve very close together, 
you would have to take about 40% of that to bring it to 
gasoline, would you not? 
Oh, to bring it to gasoline? 
Ye s? 


Oh, I do not inow the basis of Mr, Harvie's figures at all, 


£& & £ Pb 


MR.. HARVIZ: | I might just explain tere, 
that according to the figures which I have which I will 
Supply to Mr. Oottle for checking, of that figure which 
has just been given you, there has been 567,870 gallons 
which have been re-Shipped to Saskatchewan. 

MAJUR LIPSET?: That would bring your figure 
then to about 7 million gallons of crude, which wuld be 
aporoximately 4 million gallons of gasoline, would it not, 
wh ich would make your figures arf Mr. Frawley's 
practically the same. 

MR.. HARVIE: Yes, I think you will find 
they come very close. 

THE CHe IRMAN: Then, if so, we need not worry 
about it. Now, what else? 

MR. HARVIE: There is just thisS thing, Mr. 
Chairman, to see that you do use the correct figures, some 
are taxable and some not and my suggestion is that the only 


complete figures which have been put in are the ores which 
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by 


by 


I put in, and I think those are the ones which swuld be 


taken. 

THE CHAIRMa™: If they are the same or very 
close, it will not matter which we take. 

MR. HARVIE: It will not if you do it this 
way but if you take Mr. Frawley's figures, there is so much 
Goming in in crude, you have to estimate how much gasolive 
can cone out of that and how much gasoline went from Alberta 
to Saskatchewan. 

THE CHAIRMAN: You Say you are going to show 
Mr. Cottle, you are giving the Commission accountant how 

me is’ made up? 

M.. HARVIn: Yes. 

THE CHATRMAY: And we will take his wordfor 
it, next . 

MR. FRAWLEY: Now, Mr. Chairman, I want to 
file information in telegraphic form with respect to the 
gasoline sales in Saskatchewan for the year 1936..... 

THE CHATHianN: Do you need Mr. Cottle, just 
@ minute, Mr. Cottle. 

MAJOR LIPSETT: Mr. Cottle, I just want to 
ask you a question or two, you remember earlier in the day 
you gave us a comnutation of Imperial and British American 
as 15,500 barrels per day? 

15,300, yes, I think that is the figure. 

Ana to thet you added for indevendent refineries 400 barrels 
and 1,000 barr:18? 

Yes, 400 being for North Star. 


I have the details, but it gave a total of 16,700? 


Yes. 


Barrels per day? 
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aN Yes. 
THE CHAIRMAN: mae You added the Lion Oils, 300. 
@ MAJOR LIPSETT; Yes, or approximately 17,000. 


Now, Mr. Plotkins was putting to you then, that the 
independent refineries last year sold 27.7%? 
A No, I misunderstood him if that is what he said. I thought 
he meant the independent companies which inoludes others, 
if he confined his question to refineries then his percentage 
of 28 is completely out of line. 
You still think your figures are correct? 
Oh, my figures are correct, I lImow. 
As to what the independents would use of crude oil? 


Yes. 


foe eee ges 


But his figure of 27% would increase your figure for 
refineries considerably? 

A Tes. lL assumed he did not mean independent refineries. 
Had he meant that I woudd not have agreed with the 
Suggestion at all. 

Pee sO KANO: Mr. Commissioner, Mr. Cottle 
agreed to the figure of 2850 barrels a day though for the 
independents! share of the market, would that check with 
what you have? | 

MAJOR LIPSETT: No, he gave a figure of 

1700 barrels a day. 

WIT™ ESS; The figure of 2850 barrels 
is the figure which Mr. Le Sueur says will be the quantity 
of crude oil which he will use at his Sarnia plant to 
displace Turner Vallsy in Manitoba. 

Tits CHAIRMAN: Daily reduction at the 

Reg ina refinery. 


WITNESS : That is rigt. 
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MR. FRAWLEY: I am ne ad ine into the record 
two telegrams, one from the gasoline tax.oftieisa mat 
Regina, dated to-day, it is from Mr. F. BE. Olson to myself. 
THE CHAIRMAN: | Who is he? 

MR. FRAWLEY: He is in charge of the 


gasoline taxes, so 1 am informed, in Saskatchewan. 


THE CHaIRMA™; And the wire is dated? 

WR. FRAWGLHY: To-day, the 14th of February. 
THE CHal RAN: And it is addressed to you? 
Mi, FRaWLiY: Yes, Me. Chairman, 


(TELEGRAM PRODUCED aND 
MARK#3D EXHIBIT "1”’B'), 


MR. FRAWLEY: I will read the telegram. 
"saskatchewan gasoline sales year 1936 stop 45, 966,233 
gallons year 1937 stop 46,249,140 gallons year 19238 
stop 64,725,624 gallons." 

I want to say, and my friend has already called my attention 

to the fact, that this is taxable gasolive sales, that 

is all that he keevs any track of and in addition to that 

there are the heavy distillates and the heavy motor fuel, 

and the same information with respect to ilanitoba is 
contained in a telegram dated to-day. 

MAJOR LIPSET?: Before you pass to that, 

Mir. Frawley, is that 1938 figure, is that the eleven months? 


wh. PRAWLEY: No, that would be certainly 


Iw1Et e 


Gompletie, sir. 


MAJOR LLOSur? Because in the figures which 


we got earlier, it 1s around 46 million gallons for the 


eleven months, but for 1938 we got a net figure of 66 million 


gallons. As I took them down, 1936 and 1937, they were 


around 46 million, and for 1938 it was 63 million, am for 
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the full year,.that was for vaskatchewan, was it? 


UR. FRAWLEY: Yes, for Saskatchewan, 


Exhibit "173", the Ottawa publication shows Saskatchewan 
for the first eleven months Only of 1938, 63,234, 000. 
MAJOR LIPSET?: - Yes, and Mr. Harvie, Ithink 

it was, gave us the figure of 76 million fo the wile year. 
MR. PRAWLLY: For Saskatchewan. 

MR. HARVIE: No, that was inclusive of 

all products, Iir. Commissioner. 

MRe FRAWLEY: He was talking, you see, about 
that. That is true, but I, at the moment, have no information 
about these non-taxable products in Saskatchewan. Now, 

Mr. Plotkins indicates a way to get them and we will see 

what we can do. 

MaevOR LIPSETT : But, Mr. lrawley, when we 
Booecne figure, you see, Of 66 milijon, Mp. Gary ieviaen 

Pon uw ar said he had figures for tie Tull year, and 

as I understood, bringing that 63 million up to 76 million. 


I think my statement was 


es 


WR. HARVIG: 
that that was the figure for the full year including all 


other vroducts, taxable and non-taxable. 


MR. FRAWLEY: It is not the figure which 


LHL 


appears, that 634 million, it is more, because it includes 
ei 9 


the non-taxable products. 


iO. GLPowLs * As well as being for the 


full year. 


ae ra Yes figures 
MR, FRAWLZY: 188 i Oe 


ee Le we 03 endar year, it 
IT am now giving yo WU are for tne full caicen Ve ’ 


is not very much ¢ifferent, and ir. slo rison and 1. were 


wondering why for 1958 it was 64 ,725, 624. 


Now, for the Province of 


Manitoba, the details of this Exhibit, itr. Ghairman, 
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are contained in atelegram from E. W. Watts, the Chairman © 


of the Wanitoba Tax Commission, dated the 14th of February, 


to myself. 
(TELEGRAM PRODUCED AND 
HERE MARKED AS EXHIBIT 
nT 76 ‘ ) 
MWR. FRAWLEY: And he says: 


“Gasgline sales in iianitoba for 1936 were 29,500,000 
eae ons for 1937-35, 000, 000" gallons), fori g3s 


So0700,000 .eallione.™ 


(Page 4491 follows. }) 
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MRe PRAEGY: Gasoline sales in Manitoba 
for 1936 were 29% million gallons; for 1937 33 million 
gellons, and for 1938 36-3/4 million gellons. I want 

to explain that tclegrem was copied, and copied for 
easy reading, and they were turned from halves into 
hundred thousands. 29,500,900 gallons Por 3956),) Tor 
1957 482,000,000 gallons and for 1938 36,750,000 

gallons. Now that, of course, «gain is texable products, 
taxable petroleum products only, and we will just see 
moves compares With Sxhibit “L/S, for the first. 
months in Manitoba the total was 36,140,000 gallons. 
That is at least the seme figures they are talking 
ebout. liy friend also called my attention, L presume, 
to the fact these do not include the heavier products 
which are not taxable. You remember, ir. Ghairman, 

you asked this morning about the apparent discrepancy 
in the Saskatchewan figures that ny friend ur. Nolan 

put in from the Dominion booklet, that is as to why 

that 77,000,000 gellons in 1940 might be out. So lI 

com wunicated with..... 


hae. TOLAT: the Cheiriman asked the 


reason for the sudden drop. 

Pe) REAL Ys I should not say out. 

It seemed to be out of line with the other years. 

Ma. NOLS: These is no discrepancy. 
THs CfA LRMAN: , 411 right, gentlemen. 
There is no offence I am sure either way. Let us get 


ONe 


2, POA TUE: So I am now submitting a 


pao 


telegram which has just come in and it is from the, 
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J. Re. MiecLonald, Assistant UOineraen eres of revenue. 

‘fall I do not know what he celis himself. He signs 
himself Assistant Commissioner. I ay Monee dene 

He is the Chairman of -the Gasoline Revenue vLepartnent. 
He says - he goes back to 1928 when his own Commission 
ceme into force and he says "Gasoline consumption 1928, 
8 months, 58,542,857 gallons. Year 1929, 7O,:(00..0c0 
gallons. Year 1930, 76,630,024 gallons., Yeer 1932 
49,449,698 gallons. Decided drop in consumption 
Bocounted for by 1941 crop failure resulting in little 
gasoline being used for harvost purposes. J. R. Meponald, 
Assistant Commissiorr." 


TSLsGiuehl Li Gus. PiCh 1S Nol, 
LA Ane SAR LOT | ees 


Pre as Ga Ys Now, lr. Coultis. 
Pine HARVI.a: May I make a statement, 
Mr. Chairman, in connection with these things, these 
wires which are all being filed. I think that care 
Should be taken to see that the vommission accountant 

Or Some person explains the figures in relation, in 

one way or another. For instance we have not got the 
advantage of cross-examining these people and explaining 
these things. ‘/e are consenting to them going in, but 

my view is they are of no value and may be quite mis- 
leading unless they are thoroughly explained and much 
more thoroughly explained then they have been. snd 

then the difference between the taxeble products in 

the various Provinces, and also in connection with the 
total consumption as against those taxable products. 

It makes it very difficult to compare the figures unless 


you have them all on the same basis, and I think it 
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Should be drawn to the OE ae s attention that 
particular care Be taken. 

THE CHAIRMAN: “6 went particular care 
to be taken. ‘e will do our duty as we see it, and if 
you see any discrepancy at any time by all means put it 
forward. 

Pete HARVIi: I have in the two cases, 
as far as the Saskatchewan figure. 4s to the wanitoba 
feerce L have not got it. 

THs CUATAMATs I will be glad to hear any 
contradiction by any svidence, or any criticism or any 
arguments. 

Re HARVI.: Iam just saying this as 
far as the figure in 1938, according to the evidence 
put in by Mr. Frawley, is just 4 million odd, The 
figure I suggest as a more correct one and should be 
used is the 6 million odd. However, both figures 
are correct. 

TH. GHAIRIAL: That is the figure you 
keep adverting to, and all you have to do is to establish 
before this Board that it has a sound foundation and 
your figure will be taken. 

MRe HARVIS: i am suggesting that the 
same comment is applicable to the Manitoba figure which 


I have not got. I have not given the relative figure 


but Mr. Frawley maybe can get that. 


Ma. FRAVLEY: I do not know how we will 
get it. 
MR .UARVIE: I teld you I will be glad 


. to have my Cumpany show you where you oan get it. 
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Coultis. 


THe CHSIRLAl: If your Company shows 
Commission counsel before the conclusion of this Hear ing 
there is reason he should accept that figure, we will 
gladly accept it. Until that time comes we won't. 

Let us be clear. 

M: HARV: Iam just asking. I want 
to make it clear there is that situation, and you can 
havethe Commission sceountant either check that up and 
find my figure is correct or incorrect. Also I have not 
got the figure for llanitoba, but I think maybe the same 
epplies to that. 

THe CHALRMAN: we will be glad to have 
you put before our accountant the reason for arriving 

at the figures you put before us, and if he accepts them 


8@ll right, end of course, we will. 


AMUSL G. GOULTIS, recelled: 


bY by. NOLAN: The matter that has been 
left, sir, for discussion with hr.Coultis, was to 
prepare for the assistance of the Commission en estimate 
on the amount of money which would heave to be expended 
in divorcing the terminal facilities of the pipe line 
away from the present Imperial Oil yerd and plant. 

TH CHAIRMAN: Ye So 

Ma. NOLAN: AS a result ir. Coultis has 
made what of course he will proceed to s@y in evidence 
is only his best estimate. Have you sufficient sopies 
of this? 


Nes 61%, I think So. 


ase yp & oF * a te 
Sarno gets 


AMODY | @ $e be 


< ti my oe ane 


ee As 
ek eee Lie: ae 
So Nove Pact q 
ieee ee og : 
t 
i ¥ Aa ke + 
xis va a har, So ey ead 
i 
ty 2 
ue . 7 
5 Bes vee: < 
; 
. 
$ < Bak } oy gee a 
ve a ati erie 
Res savy eee Pay ies ce ee 5 
a5 3) pee wht Gene Seva et A we, ie 
re Aes, rare Ag 
ty GES UNG 
2 ° : 
a ae Ge oat Z enchackh hey 
: om RLS es. eee CE ety © 
f : t : 
2 Pe eT Fo mrt? 
> 1s L-LADG s be aa A ae 
- 
z i 
<a 
‘ 
= Me 
Pare Js 
i tite 
tO Ore kee eh P 
ree a } srs ah: et ; iS a 
= : ¥ De cig ct ba 
vehi ae OX Baoan fbn Gir bw 
; Lae Cf Base o= T r 
> x = oy ors Pies Aes ek ee 


ar x * “er re we , ve 
: se > " - fe : a cs Sig a S A f rot 8 ha ae ee : 
isco tabha tees bere eae sin 


T=H4 


a Coultis. ~ 4495 - 


Rite NOLAN: I ‘tender that, sir, 
as an exhibit. 
SoTiisTsD COST OF A Ga PARSTS 
PIP: Lins TatisINAL Is Nol 
MARGAD act Bi? VL7o", 
THs: CHAIRMAN :. that is a severance from 
the Imperial at this end? 
MR. NOLAN: Yes. Is there some doubt 
in the Commission's mind as to our having been asked 
to du this. 
Pie COMMISSIONER. LIrset?T: Vas this by way of explan- 
ation of the 435,000.00 rentsl. 
hit. NOLAN: No, it was not in explan- 
ation of anything. ‘vhat occurred in a discussion here 
was "“Jell ‘what would it cost the Royalite Oil Company 
to establish their own terminal facilities apart 


eltogether from the Imperial Oil Company." That is 


my memory of it. 


THe CHAIRMAL: 176 are glad sto nave: ae 
anyway. 
i. NOLAN: “e did it because we 


were asked for it. 

TH CALRMAT: Oh yes. 

lin. NOLAN: The first item, Mr. 
Coultis, that I read is three 80,000 barrels tanks 
complete with Foamite equipment, steam lines, heaters, 
flame arresters and snuffers, and including fire walls 
and foundations »180,000.00. ell now, .the first thing 


I would say to you is that the tenks whieh are larger. 


Now, there are two 80,000 barrel tanks and one 40,0uU0% 


es. 


And you are increasing the store 28% 
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ES 
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I would increase the storage if it wae necessary to 
build a new terminal. 

Why would you? 

Because I think possibly it would be a better investment 
while you are building a third tank to build an 80,000 
barrel tank in preference to a 40,000. It would give 
more storage. 

One 10,000 barrel pressure tank including ell lines, 
safety valves, foundations, fire walls, complete, and 
ineluding pump out lines, $21,000.00. Is there a 
pressure tank there now? 

That is the item thet appears in this year's budget. 
There is not one there now. 

You have explained that in your evidence on the budget, 
that is as to why you have to have this? 

Yes sir. 

You think that is necessary? 

ess 

& pump house fully equipped, including heaters and 
lighting equipment, 325,000.00? 

Yes sir. 

That is a necessity is it? 

Yes sir. 

& boiler plant..... 


7G GHATRMAN: S11 these are there now, 


oe | 


I take it.. You have pointed to the difference in the 
tanks? 
They are, sir, but such things as the pump house and the 


boiler plant is a part of the refinery itself at the 


present time. 
lin. NOLAN: What the Chairman mans is 
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whether or not you are putting something into this 

- estimated cost which is not actually there in use now, 
trrespective of who owns it? 

A No. Not that I know of. 

G & pump house fully equipped, costing 923,000.00, is 
that necessary? 

A Yes sir. 

Q & boiler plant capable of supplying steam for fire 
fighting purposes, and pumping and heating of oil, 
wi5,000.00. That is necessary? 

4 Yes sir. 

G, vater and light to be purchased from the city if available: 
if not, for either obtaining water supply or laying 
hecessary lines to connect with some other vater supply 


~L0,0.0.00. That seens a lot of money for Lieht and 


water. 

THs CHAIRMAN: I do not understand that. 
i Piet NOLAT: “hat does that mean? 

THS CHAIRMAN: You are not going to pay 


wl0,000.00 to put in e water pipe in the city. The 
Gtr toes that if you teke the service? 

A I mean by that, sir, in the first place [ do not know 
where the terminal would be located. In the event it is 
not lwated in the city, or adjacent to the vater supply 
system in this city, or you take the electric light 
service and power service, if celled upon to instal 
your own water system and your own light plant it would 
at least require an expenditure of 410,000.00. That is 


my estimate. 
@ tf. NOLAn: If it were inside the city 
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limits, ana the water and light were available it would 
not cost anything, would it? 

Yes sir, I think it would, providipg you were at some 
distance from the city's mains, referring to the water, 

in all probability you would be ealled upon to put in 
your own water mains, which would be a considerable size, 
and would require burying to a depth of 7 feet probably, 
and also probably there would be a cost or charge for 

the power lines. 

But the outlay of »10,000.00 would be seriously redused?# 
In that event,yes sir. 

That iS an outside figure’ 

I believe it would be. It would depend on how far. you 
have to run that line. 

Yes, I understand. Office, test room, and shelter for 
attendants of tankage j5500.0U. That would be a necessary 
building or buildings? . 

Yes sir. 

Acquisition of land, fencing and grading. 419,000.00. 
How much land did you take into consideration‘ 

I estimated 40 acres. 

How much an acre is that? 

That is about 350.00 an acre. TI haven't any idea what 


you would have to pay for acreage in some unknown setting, 


-particularly if it wes in the City of Calgary it would 


a 


OH & 


cost you more than that. 

That is a conservative estimate is it not! 

i believe it is. 

Lines to pump house ,4500.0U. That is a necessary item: 


jas) sir. 


Railway siding .5000.00. That means the construction 
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of @ loading platform? 

Theat means two spurs, one on each side of the loading 
racks so that you could run in your empties and load 

on the other track. 

Now the next item, moving and extending trunk lines to 

new site plus lines in the terminal yard, _35,000.00. 

Does that mean to say you have to move the trunk lines 
themselves, Mr.Coultist 

That means, sir, thst every line, each one of the three 
trunk lines would have to be diverted to that new 

location and I am assuming that that would be within 
waermile of the present end of the’ trunk Tine. 

411 right, and to move themand to extend them vould 
necessitate an expenditure on your estimate of »35,000.007 
Plus inter-tanks and inter-pumps - well inter-communica ting 
lines in the terminal yard extending from the pump house 
to the tankage. 

Ye s? 

The whole thing could possibly be done for  ,35,0vVU0.00, 

if not more than. a mile distant. 

Then there is a car steam and cleaning shed and equipment 
ypo0V00. 00% 

That is open for question. That is the one item there 
that the refinery at the present time has a oar cleaning 
and heating shed where tank cars can be run in providing 
there is ice found in the bottom of them or in the valvesn 
or in case they get a car in there that has transported 
some product in which you would not want to place petroleum 
products without cleaning. 


All right. You say there is one there now? 
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SoG. Coultis. 
A There is one in that yard, yes sir. 
a You say it is questioneble whether you would have to 


have another one? 

A That is the only item in thet list that I would question. 
If the customer shipped in perfectly haan Pee cars or 
cars that had had a product in, or other products in 
which they did not care whether their crude was mixed 
with, that might not be needed. 

But supposing they did care? 

b Well then that is necessary. I think a complete terminal 
should be equipped to teke care of tank cars, particulurly 
if you get a defective tank car where it woul. mean 
steaming and cleaning in the winter time before you could 
put & repair mon into it. 

q You have sontingency and miscellaneous, an item of »500v.00, 
That is to cover anything you have not thought of is it 
no t# 

A Wes sic. 

Q Then you have a note at the bottom." This is only a rough 
estimate prepared by Mr. S.G.Coultis without obtaining 
actual costs of material and equipment involved." I 
think you were asked by the Commission to give a rough 
estimate? 

A I was asked by the Commission anda made a horsebeck guess 
of the cost of between ,d00,000.U0 and +400,000.00. 

I now prepared this statement to break it down to see 
what it would look like. 


That is all, thank you. 
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G Po Se CONMISe LOM? IPSeTts: The only new thing really 
on this expenditure would be an 6,000 tank instead of 


a 40,000, and the 10,000 high prossure,. tank? 
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Vas. 
Q And you would scarcely recommend it as a wise expenditure 


of money under all these circumstances would you? 


A No *sirs 
Q It does not seem wise? 
fh My idea in preparing this list was tn endeavour to make a 


picture of what a satisfactory terminal would amount to. 
THE CHAIRMAN: Mr. Coultis will be available 
tomorruw if he should be wanted? I supposes he has other 
things to do* 

jo-. NOLAN: It would be a little awkward 
if that were in the afternoon. He can be here in the 
morning. But he had a trip to make in the afternoon. 

But if he were required for the morning he could come at 
half past ten? 

THe CHALTRIAN: yes. 

We NOLAN: He will be here at half past 


ise e 


On, GiT . 

ti. PREYLAY: Mix. Nolan was to lave wr. 
Burns here, but apparently he thought uir.Coultis would 
last the rest of the day. 

THS CHAIRMAN: Let us occupy the time in 
seeing that when we think we are through Wwe will be. 

Mr. Burns is making some break-down and -e was producing 
@ manual of instructions. 

tes PRA Vis: That is right. He was making 
a break-down and he was producing one or some of the 
statements which he sends monthly to Mr. G. Harrisoh Smith, 
and he was producing a manual. I think that is all Mr. Burns 


was producing. Then Mr. Humphries was to supply a statement ce 
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S.G.Coultis. 


wae S 9) 87 oe 


Mie NOLAL Uhat happened was this, 
there was a statement asked from iir. Maw to take the 
11.85 figure and add to it what he thought should he 
added to it for the increased amortization charges 
and to file a statement containing that. That work 


has been done and that may be filed without any delay. 


oe PRR REY s Mr. Humphries is going 
wo AAS Lt? 
be BeLAPs lice Maw is now in town 


and he will file that. 

live “RAVEAGYs 411 right. Then there is 
to be @ list of the Stancara Oils of wew versey sub- 
sidiaries filed by mr. Nolan, if that can be obtained. 
Mi:. NOLAK: I was not asked for a 
list of all the Standard O11 subsidiaries. 

tHe CHAIRMAN: I have a note here 
"Subsidiaries". I did not know whether you were giving 
it, Mz. Nolen, or Mr. Frawley. I thought there must 
he some publication that would have all that. 

MR. NOLAN: There may bee 

THe CAATRIMAN: ~. About the Humble Oil 
Company you were asked. 

MR. TOLAN: Neos end (Lia 2h 6 
position to answere Fhe Humble Oil and iefining Company 
is a stbsidiary of the Standard Oil of New Jersey 
Company. 

TH: CHATRIAL: That disposes of that. 
S11 right. Then if that book is available it is to be 
filed, by which one of you I do not recall, but if 


either of you can find it no doubt you will produce 
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S.G.Coultis. Veet 
it to us. 
MR. FRA‘/LoY: Yes, tir. Chairman. 
THE CHAIRMAN: Mr. Wolan, you also 


were to consider that pipe line connection agreement 
with the Lion Oil Kefinery. You remember that wes 

left in abeyance? 

Mr. NOLAST: Yes. 

THE CHATRMBAI: “6 asked ur. Plotkins 

not to pursue the examination at that moment until you 
had had an opportunity of considering that? 

MR. NOLAN: Mr. Plotkins informs me 
and perhaps I may say with his permission that he has 
appointed a sir. Sweeney to negotiate the proposed 
agreenent with the Company, and that Mr. Sweeney has 
gone to Vancouver and upon his return will continue 

the negotiations with the Company with a view to seeking 
a settlement of the difference which exists. 

Mi. PLOTEAINS: That is right. 

TH: CHAIRMAN: ‘hen does lurve. Sweeney 
return, ir. Plotkins? 

te PLOTRING: I am infcrmed he will bo 
back here ina couple of days. He had to suddenly leave 
and that is why the nogotiations were broken off. 

THS CHAIRMAN: It is to be hoped we will 
be through with the evidence in this case before a 
couple of days, on this phase of it. 

Mo PLOTELING: I may say it would not have 
been possible for Mr.Sweeney to come to any arrangement 
because Mr. MeLeod informed him that he would have to 
get definite instructions from Toronto before he could 


do anything about it, and that is where the matter stands 
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now. 
THA CHAIRLAN: You understand, fir. 

Plotkins, we do not want to make a finding in respect to 
a collateral matter which may, by the parties themselves, 


be made quite unimportant by virtue of their privete 


treaty. 
ested Wee rae inet Is Gorrecu, ‘vr. 
THs CHAIRMAN: Lf it is nota matter 


which you finelly come to an agreement on, we would 
Want to Neax your evidence in reply to that given by 
Mr. Goultis, the trunk line. You 
can think it over over night gentlemen. My only desire 
is to have it completely dealt ithe Lf 1G meet, oe 

and if it need not be to have that known. All right, 
Mir. Nolan. That is, I think, the sum total of your 
commitment is it not? 

Tate NOLAN: Yes, I know of nothing 
else. Mr. Burns' material is prepared and will be 
presented. 

THe CHAIRMAN: Mr. Harvie, you were to 
give a list of the shareholders? 

MR. HARVII: Eewvias}t0,,get'a Wis of ths 
stocks' ownership and shareholders. which I understand 


has been sent by air mail. 


THe CHATIRIMAN: It should be here any times 
Pie AAV Ls Yee. 
THS GiiATidkial : Then you were going to get 


the working papers behind your map* 
i teHARVIs That, I was informed this 
morning will be leaving Toronto by air mail either today 


or tomorrow, as soon as they are through with them after 
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working on the new statement we are to get, and we will 


pees spe es 
Tae) CHALTEMS Ns That is whet we hed termed 


the rough estimate? 

M2.HaRVIE: Yes. ‘hat, 1 was informed 
also tunis morring would be forwarded from Toronto not 
Jater than tomorrow or the following day by air mail, 
but I have wired at ir. Frawley's suggestion today to 
have «© summary of it wired to me so I could present it 
tomorrow. There was one other thing I have a note of, 
in connection with ii. Gaby's wire of January 25th, 
which did not gibe entirely with ir.’ oolley's evidence 
in connection with the use of the Toronto Pipe line. 

Mr. Gaby's wire stated that it was used solely by the 
parent company. lir. Yioolley stated that he understood 
it was also used by some independents.’ That information 
is also on its way and is expected here tomorrov. 

TH: CHATIRMAT ; My. Frawley, you had the 
Coren. tariffs. 

ie TRG toes Yes. 

TH: CHoATRMAW: And you were filing some- 
thing about the five new wells. 

Me. FPRAULAY: Amending the statement on 
the wells under contract. ‘“e will be filing a statement 
showing Mr. Cottle's estimate thst he made thismorning . 
TH: CHAIRMAN: Yes. Are you showing, so 
as to bring your picture out, whether or not these new 
wells are under contract, and if so to whom’? 

My FRAVLSY: That is what I ean. ‘e 
will amend the statement to include these new wells, 


and showing the companies to which they 6re under 
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contract. 

TH CHAIRMAN: Et looks as though 

there would be no serious impediment then as far as 

the documentary things are concerned to closing this 
Hearing? 

Me. FRAULEYS No. There are some other 
statements Mr. Morrison has to file. 

2 OMA TRAN. Yes, but I mean the things 
that are behind us. All right. Wow we have wr. Morrison 
and lir. Burns. 

Pe. (Re GaY : Ve) Neve, lr. Burns and Mr. 


Morrison, and tr. ifaw for a short statenent. 


THe CHAIRMAN: Just to introduce that 
statement? 

Pits (Ra Lie Ys Yose 

THis CHA TRAN: Any other witnesses any 


of you know about, so we may have some idea of how we 
are getting along? 

Ve. WOLAN: EO. 

te PR sas wi. Plotkins has been 
mentioning to me evidence about the Montena situation 
in regard to the pine line and he left me some corres- 
pondence this morning whieh certainly does not speak 
for itself, but which he may be able to put in evidence, 
if he went back on the stand himself. It is just to 
what extent it is umer commitment to the Commission 

to complete the statement that he made - really matters 
neo prousht up in cross-examination if you wili renember, 
hire Chairman. 


THe CHAIRMAL: Yese 
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Ta 


Mie SERS Aaa 3 I renember at one s tage 

you told him that ee vas no danger but that the 
Commission would heer him. ‘Thet has been left somewhat 
indefinite. For my part I have been wondering to what 
extent I should go in the event..... 

THE CHAIRMAN: And prove what? 

Mae PRB LAY: And prove among other things 
that one line in Montena in the Montana fields has buen 
taken up and is not now aveilable. It seemed to bear to 
Some extent upon the availability of the Montana crude 


to enter Alberta. 


(Go to Page 4008 ). 


C=5 


1 - 4508 - 
TH CHATRLAN : What line is that? 
wie FRAWLEY: That is the Illinois Pipe Line. 
iuite PLOTKINS: All lines, the three lines. 
Mike FRAWLEY: Yes, all lines, including Mr. 


Harvie's line, the Toronto Pipe Line, I suppose in- 
sofar as the Montana threat was brought into the 
discussion. 

THE CHA IRMAN: Yes.» 

MR. FRAWLEY: That it should be completed and 
certainly nobody is better able than Mir. Harvie to 
tell us the last word about the Toronto Pipe Line, 
that it is there and how it has.beeh then. tein: 
up and everything. 

Mine HAVIE: Mr.e \oolley's evidence I think 
was that it was still there and available so far as 
the line from Cutbank to Coutts is concerned. 

THE CHAIRMAN: He didn't seem to know about it. 
MR. FRAWLEY: No, that is right, Mr. Harvie, 
that is a very simple matter and if you would be 
good enough over night to find out precisely for us 
whether the Toronto Pipe Line is still there in fact, 
to move oil from Cutbank to Coutts. 

MR. HARVIE: I am informed that it is but I 
will find out. 

MRe PLOTKINS: Mr.e Harvie, I can state this, 
that the gathering part has been sold to one indivi- 
dual producer, the trunkline has been cut in two and 
part of it reversed and a tariff published by the 
Montana Railway Commission tc carry oil from certain 


of these ,backwards into Cutbank, that 15 my informatim 


a 


‘ 
1 
~ 


! 


as to that particular pipeline. . 

MRe FRAWLAY: ‘With that information, Mr. 
Harvie, if you will get a complete statement with 
respect to the Toronto Pipe Line. 

THE CHA TRAN: Yes; surely it can be ob= 
tained with accuracy and not o speculation. Wr. 
Woolley said so far as he knew and I think he 
thought he was right but still if we can find out 


exactly through you, Mir. Harvie. 


MR. HARVIE: YOs's 
THE CHATRMAN: Now whit else was it Mrs Plote 


kins wanted to know. we will try and tind out these 
things. 

MR. PLOTKINS: T havo a publication that recites 
from time to time tho conditions of these different 
pipelines and all I felt, for the record, was to 
place the different pipelinss in the proper picture, 
was to file these statemenitis themselves and that 
would place definitely the position of the pipe- 
lines.,, that-could transport, that were ina pos 
ition previous +o now to txanspcort oil and become 

a factor in the crude situation. 

MR. FRAWLEY: Mir. Plotkins, rather than read- 
ing nowspapersa. Pre there any of these lines that 
are subsidiaries of iir. Nolan's elients, so that he 
can get a similar statement for us such as Mr. 
Harvie is going to get? 

MR. PLOTKINS; You mean ir. Nolan. 

MR- FRAWLEY: Yess 

WR. PLOTKINS: Me>s Nolen is in a position to 
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ascertain the facts accurately as to the fran- 

sit and Storage Pipeline and as to the Kontana 
Pipeline. 

THE CHAT MEN: | Those are the three then, 

are there any others? 

MiRe FLOTKINS: No, the Montana Pipeline is a 
subsidiary of the Transit and Storage and then there 
is another one, that is the Illinois Pipeline ana 

tI have a letter here showing the status of that one, 
from the company itself. 

Mike FRAWLEY: Let us make some progress, you 
say Mr. Nolan can tell us accurately with respect 

to the Transit and Storage and its subsidiary the 


Montana Pipeline Company. 


MR. PLOTKINS: That is correct. 

Wik. NOLAN: Is that two pipelines or one? 
MRe PLOTKINS: Yes, taoey had two, they acquired 
One. 

MR. NOLAN: I want te know first of all what 


I am to get, whose pipelins is it? 

MRe FRAWLEY: mell Mr. Nolan about the pipeline, 
put it in the form of a question. 

iuRe PLOTKINS: Jell al. I know is that the liontana 
Pipeline was the original »-peline and it ran from 
the Keevin-Suiturst field to a gathering system and 

a storage farm and then to the centre of the field, 
through the trunkline into Goutts and served the 
Maple Leaf Refinery, that is one line. That was 
acquired at the same time as the refinery of the 
Maple Leaf Petroleum by the Standard O11 of New 


Jersey and that was ccntinved under the name of the 


+ 


ae ots oe 
“ why oo 
4 
, 4 
ANS 2 : 
rm ss ed - : 
‘ eat 
r ; * . ; 
: * 
* ; 
© at ae se 
: , 
‘ 4 
$ i ‘ : 
* e 
hac 1 
‘re, 
ie to) 
: 4 5: 
oJ ~ ns 
att ‘ 
- 4 % 
i : Cy 
. 4 ‘ 
vent +. se 
Saad me 
fn. 5 ne 
i as iol : 
5 ales f j 
5 _ : ed Res 
‘ 4 ‘ i % 
oe 4 7 : i 
et « om c 
- 4 i 
ar é 
' Oy 
P coe = 
2 a ms 
: eS oe 


> 


i . 
ery wt 7 
a ery 
eet nt 
4 , 
oe 


i : 
hog bd 
< Trg 
4 
\ ; 
: ‘ 
Yay 
ef 
4 74 4 
a] 
e ‘ 
Get a 
‘ 
{ - 


4 ie, 
4 
~, 
< 
5 : 
* 
| 
cay 
ass a 
Coast) 2 
3 
a5 A 
is 


« 
ote 
a! 
as 
ee 
hes 


aged 
“4 
1 
aan 
re 
Che 
pra 


% wed 
a 

' 
e 
sk 
2 


mao = 


Montana Pipeline. Thea the Transit and Storage 
comes into the picture in Monéana, for the purpo se 
of gatheriug and supplying or transporting crude 

to the Imperial Jil Refinery at Calgary and it 

built its own pipeline because the other was a 

small line and could not handle the traffic, so 

it built the Transit and Storage system and that 
system has only been partly dismantled. 

THs CHA kis N: What is it called? 

MR. PLOTKINS: It is called the Transit and 
Storage Company. 

MRe NOLAN; It is not there, you say. 

iiR. PLOTKINS: Yes, it is there, it is being 
sold piecemeal. 

THs CHé Tit. AN: There may be parts of it, some 
of it may be sold and so on but you want to know 
what is in actual use. 

MRe PLOTKINS: hat I want to show.is that these 
pipelines shovld not be considered as capable of use 


fOr .OuUr GOMpetlitive picture. 


THE GHA IRMAN: And then the third one was. 
Wine FRAWLEY: Myre li lvnois. 
MR. PLOTKINS: lire Frawley is in a position to 


definitely tell us the status there. 
MR.o FRAWLEY: By virtue of these communications 
between Nir. Plotkings company and the Illinois Pipe- 
line company? 
. THE CHATRMAN; Yeso 
MWR. FRAWLEY: It is supposed to be signed by the 
Ellinois Pipoline Company at Shelby, Montana. 


THE CHA This N¢ wnat doos it say? 
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MR. FRAWLEY: It refevs to Mr. Plotking! 
letter. Mr. Plotkins wrote a letter on the "th 
of October, 1938 to the Illinois Pipeline Com- 


pany, Shelby, Montana, attention of Mr. W. J. 


Hagist. 


"Dear Sir: 
we are desivious of arranging disposi- 
tion of the Lion Oil Producing Company earude 
Oil storage in your piioe line which as at 
September 60th amounted to 2092.32 barrels, 
and if satisfactory arrangements sould be 
made. we feei that the most satisfactory way 
of disposing of this storage would be the 
Shipping by tank gar to Calgary and in this 


ecnnestica will you kindly advise by return 


load this cruds in tank cays which we will 
Of course Serancs Tor at either Coutts or 


attier preferable. If so, 
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will you kindly outline your charges for this 
service plus any ovher charges you may have? 
Auy other suggestions or remarks in 
respest of handling such a transaction would 
also be appreciated. 
Woulé uppreciate very much indeed hearing 
from you in this watter by return mail and 


oblige, 
Yours truly, 


LION OLILS aiwiITHeD, 
per 


Ho ws DLowick, 
EBPL/AC Assistant ijanager. 
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And on the 10th of October, the Illinois Pipe Line 
Company replied to the Lion Oils Limited. 
"Gentlemen: 
fe Bive in receipt of your letter under 
date of October 7th, relative to the loading 
of crude oil in tank cars at either Coutts 
cr Sweet Grass. 
The cnly remaining facilities we have 
for loading tank cars is at our Sunburst load- 
ing rack. we removed our line from Sunburst 
to Sweet Grass during the month of August. 
The 10% per barrel gathering charge in- 
cludes servise for loading cars at Sunburst. 
Yours very truly, 
THE ILLINOIS PLPE LINE Co. 


WIH/c Br Wemee Hag tpt " 


Just those two letters. 

MR« PLOTKINS: I would like the letters back. 
The other is just calculations as to relative costs. 
Those which show that the trunkline that previously 
existed, that would make it possible to ship oil 
from Sunburst to Coutts, has been removed and so far 
as the Illinois Pipe Line. they are no longer a 
factor, that is the situation. 

TH CHAIRiuwAN: Well now-gentlemen, it has been 
suggested bast Cutbank is to be considered as a 
competing field and I suppose pipelines are of in« 
terest in connection with it, could not either of 
you or both of you, find out at the same time about 
this third line which this letter covers, so that 


there will not be any argument about it, that it 
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may be afterwards said "well the information wag 

available" 

MR. HARVIE: I think Mr. Frawley will be 

better able to Jo it. I have no person here. 

TH CHAIRMAN: Hes Mr. Frawley anyone to get 

in touch with there, there would be no diffioulty 

then if there was someone thore. 

WMRse FRAWLEY: I have nobody but I do not 

want to lean too much on the British smerican but 

they have an agent at Shelby, Montana, Mr. éoinson. 

MRe HARVIE: E will be very glad to get lir. 

Johnson's statement but whether that is any better 

than anybody else's I do not know. 

MR. FRAWLEY: I am quite sure that what he 

states will be the facts. 

MR. NOLAN; Could we not send one wire to 

get an answer to the threes questions concerning 

each of these pipelines? 

MRe FRAWLEY: Only if your company owns them 

or controls them, they would be in a better pos- 

ition to state. 

THE CHAIRMAN: It is in the nature of an ad- 

mission and you would rather have it from your own 

people perhaps. 

MR. NOLAN: The point being whether they are 

available for use. 

TH CHA TkMAN: Yes, it is suggested by lir. 
Plotkins that we should eliminate them from consider- 

ation in the considering of the Montana field, that 

they acre no longer available as useful pipelines for 


the conveyance of oil. Now put it in whatever language 
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one likes. 

MRs PLOTKINS; No longer evailable insofar ag 
Shipping this way is concerned? 

THS CHATRVAN: aite so. 

MR. PLOTKINS: And becoming @ factor in ship- 


ping into Canada? 


THis CHA Iki. AN: Yes. 
MR. HARVIE: E will be very pleased to get 


whatever I can but the evidence was I think yester- 
day that the tank car rate was the same as the pipe 
line so it makes no difference. 

THE CHA TRAN; HEnd Out tf elther do or do not 
serve transportation of oi] into Alberta, it is & 
simple thing and enmongst the three of you it should 
be possible for this Commission to get the infor- 
mation. You have reliable people down there, £ mean 
Commission Counsel will send the wire sofar as that 
is concerned but you have psople there from whom you can 
get this information. It is really being referred to 
Counsel of these two companies because after all it 
is associated with the suggestion thrown cut that 
Montana is a very real competition and the pipe line 
4s involved in that. Well it is your estimate that 
this, that there is same hope of finishing this phase 
tomorrow, is there? 

MR. FRAWLEY: Yes I do, depending upon cross~ 
examination. I think we will finish tomorrow, there 
is a real hcpe of it anyway. 

THS CHAIR AN: All right. we will now adjourn. 

(The investigation was here adjourned to be resumed 


at 10:30 aom. February 15th). 
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Provincial Secretary, idmonton, showing 
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Four pamphlets shuwing rate tariffs of 

the Canadian National Railway for shipment 
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A list prepared by the witness Cottle 
Supplementing Exhibit "128" adding five 
wells contracted to Royalite. 


Document Showing net purchases of Turner 
Valley crude oil by refineries other than 
Pipertat Onl and Bef., Tor 1938. 


Map showing the pipe lines in the Northern 
part of the State of Montana. 


Letter from Mr. Wacleod. K.C., solicitor 
for the Texas Company of Canada, with 
document attached showing the International 
Pipe Line Company tariffs in effect during 
1936. 


Two telegrams passing between Commission 
Counsel and the Montana Board of Railway 
Commissioners in reference to Pipe Line rates 
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Telegram from the British American Oil Company 
Toronto, giving information of transportation 
of crude oil through the Montana pipe line. 
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Accounting Manual, Standard Oil Company of 
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preparation of Balance Sheets and Income 
Statements. (2 volumes). 
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statements of Royalite Oil. 
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statement prepared by the witness, T.H.Burns, 


Showing corporation tax paid by the Royalite 
OtiyGompany, 2944 to’ l968"inelusive: 


Telegram from the Imperial Oil Company, 
Toronto, in reference to Montana pipe lines, 
owned formerly by Transit & Storage Company, 
and re evidence given by Mr. MeGrath in 
reference to Regina Refinery. 
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Wie FRAWLLY: Mr. Chairman, I would like to 
file a statement prepared by the Department of the 
Provincial Secretary of the gallons sold in 1937 
during the calendar year and in 1938 during the 
Galendar year. It was prepared especially at my 
request because ordinarily as ynu saw from the 
axhibit yesterday they run them through from iiarch 
to march but this is one prepared for the year 1937 
and the year 1938, January to December inclusive, 
and incidentally it shows the names of each compeny,. 
s0 it will be interesting and useful. 

THE CHALHLAN: That is of gallons? 

MR. FRAWLEY: Well taxadle products in this 
Province, that means everything, all motor fuels, 
gasoline, heavy or tractor fuels. 

THER CHALRwAL : That is what I wanted to know, 
it covers everything? 


MR. FRAWLEY: YeR> 


(STATEMENT PRODUCED HERE MARKED 
AS EXHIBIT "179"). 


MR. FRAWLEY: Mr. Chairman, this statement, 
Exhibit "179" ghows that the gallonage sold in 1957 

was 65,880,009 4/5 gallons; in 1988, 78,952,230 1/L0th | 
gallons, or roughly 79,000,000, so that is not a 
"horseback figure", 

MRo HARVIE: The figure I gave was not a “horse~ 


back" figure either. 


MR. FRAWLLY: You got it from the Same man no 
doubt? 
MR. HAKVIE: Just with respect to that, Mr. Chair 


man. these are issued by the Government every three months 
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and I was quite surprised when bir. Frawley dia not 
pus them in and that theve wag any doubt about my 
figures. 
MRo FRAWLEY: It also shows the people who 
Sell this gasoline and of course although I am not 
offering it for that purpose at the moment, there 
was some talk yesterday, iim. Plotkins was asking iir. 
Coutle some questions about the percentage of gal- 
lonagé which is enjoyed by the independents, as 
against the major companies. Wow then the last two 
columns are of a different nature and I am not put= 
ting it in with any desire of calling the Commission's 
autention particularly to those last two columns, in 
any event the last column certainly is a matter of 
Gearsay. 1% 18 a matter of information which the de 
partment picks up and realiv they are just sort of 
remarks but it is filed shiefly for the purpose at 
the moment of showing what the gallonage was in 1937 
and in 1938. It also shows how much money the Govern- 
ment made out of it too, the nev revenue. 
MRe FRAWLAY ; Now F would also like to file, 
Mr. Chaizman, a supplement to Exhicit. "128", which 
Exhibit shows the list of Turner Valley wells clas~ 


sified as to the names of purchase 7s of production 


5 ts i 
2 


under contrae 

THE CHA TRAN: A statement supplementing which 
Exhibit? 

WR, FRAWLEY: Supplementing Exhibit "128" and 


this is a stasement showing the list of Turner Valley 
entitled “List of Turner Valley Oil Wells 


Classified as to names of Purchasers of Production Under 
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Contract", the Royalite Oil Company Limited contracts, 
Anglo 1, Anglo 3, Command 1, Home-ijillarville ile 
Producers 1, those were the five wells which Nir. Cottle 
had not been, just a moment, iur. Nolan ig objecting. 
Re NOLAN : The note I have of the wells which 
Mr. Cottle gave us were the Home-Millarville ney 
Extension 1, Anglo-Canadian 1, Anglo-Canadian 3, and 


Command 1. 


MRe FRAWLEY: Lf will have to ogli a haiti ‘for the 
moment .» 
biR. NOLAN: [I may be wrong, I made a note at 


the time, Homle-Millarville 1, Extension 1, Anglo- 

Canadian 1, Anglo-Canadian 3, and Command 1. 

THE CHAIRMAN: If you are wrong I am wrong with 

you because I have the same note. 

MRe FRAWLEY : I will just let that exhibit stand 

for the moment and iir. Cottle will check it upe Then 

Luneve tO. file shee morning-<— 

MAJOR LIPS#TT: Are you putting that in? 

MR. FRA WLLY: I will file something else just at. 
the moment. 

THE CHAIRMAN: Hxhibit "180" will be what? 

WR. FRAWLY: Tariffs of the Canadian National 

Railways. Freight Tariffs Numbered CRC, Number Wo56 

is the first one- 

TH CHA IRAAN: Are there a number of them? 

MRo FRAWLEY: Two of then. 

TH. CHA Tu.AN: One C. P. R- and one Canadian National’ 

mR. FRAWLEY: There are two of them ani a sup- 


plement, they are all Canadian National. - 
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THE CHA IRAN: Are they related, will we make 
them letters of Exhibit "1Lg80"? 
MR. FRAWLEY: 7W@ GCOUld do that. 
TH CHATR:AN: All right, make the first one 
Exhibit: "L8o0" (a). 
MRe FRAWLEY: The first will Le CRC Number 
W656. 
(C.ii.R.o TARIFF NUMBER W656 
Hak MARKED AS sXHIBIT "180" 


(a D6 
MR. FRAJLEY: And it might be useful to have the 
date of it, issued the 16th of April, 1930, effeative 
20th April 1960, and that. Mr. Ghairman, covers the 
first one. "180" (b) is CRO Number W735, issued the 
Zend February, 1932, and effective 2¥th February,1932. 
(C.N.R. TARIFF NUMBER W735 
PRODUCED AND MARKED AS 
EXHLPED. '480") (bd) 
MR. FRAWLEY: Thema "180" (¢) will be supplement 
Number 462 to CRC Number i735 issued the 29th October, 
1937, effective 4th November 19357. 
(C.N.R. SUPPLiMENT FREIGHT RATE 
NO. $2 PRODUCED AND MARKED a8 
EXHIBIT "280" (c). 
MRe FRAWLEY: Ana "180" (@) will be supplement No. 
37 to ORC Number W725 issued the 24rd June, 1938, ef- 
fective the 29th June, 193¢. 
(C.N.R- SUPPLEVENT NO. 37 PRO- 
DUCED AND ARKED AS EXHIBIT 
u1380" (da). 
liuR. FRAWLEY: Now = want to call the Commission's 
attention first in Exhibit "180" (a) to page 16, which 


shows the rate on gasoline from Lakehead to Winnipeg, 
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what is called Lakehead to Winnipeg and page 30 of 
the same Exhibit Wiich shows the rate on gasoline 
fro Lake head to Re gina and page 30 of the same, 
the same page of the same Exhibit showing the rate 
on gasoline from Regina to the Lakehead. 

Phen in "180" (c), which is the supplement to 
"180" (b), "180" (c), that is crude oil frm Calgary 


to soose Jaw, Regina, Winnipeg and other points. 


THE CHAIR AN: Crude? 

uRe FRAWLEY: Yess 

THE CHAIR. AN: Page what, "180" (¢), page what? 
MiRe FRAWLEY: Page -<-= 

MAJOR LIPSETT: Are thoy numbered? 

nRe FRAWLEY; No. they are in items ard I have 


to find them. Page 5, sir, and then page, the only 
other rate I want to call your attention to is Gasoline 
from Regina and Moose Jaw to winnipeg and that ia 
given to me, I have ¢ertain references there which lI, 
at the moment, cannot find so I night supplement that 
later without taking time now to do it. Certainly 
they are all in these sxhibits but I want to give you 
the actual page. 

THS CHAIRMAN: Je have Lakehead to ‘Winnipeg and 
we have the Lakehead tc Regina and then we have Regina 


to the Lakehead but we have not Winnipeg to the Lake- 
head. 

Re FRAWLEY: No. we have not Winnipeg to tho 
Lakehead, that really was not covered by Mire Cottle's 


evidence in any event but that can certainly be as= 


certained. 
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THs CHAIRMAN: Regina to the Lakehead. 
MRe FRAWLEY: We have Regina to the Lakehead, 


all gasoline, I have given you sir, from Regina to 


the Lakehead. 


TH CHAIRLAN: Is there no refinery at Win- 
nipeg? 
LiRe FRAWLSY: Oh yes, there are some amall 


refineries at Winnipeg, but we have not got from 
Winnipeg to the Lakehead. As a matter of fact it 
might be well to take a few minutes, iir.e McBain has 
been good enough to send me these pamphlets and we 
might call Mr. MeRBain and put him in the box and 

ask him to give us these and I can keep the Exhibits 


in the meantime. 


(Go to number 4522) 
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MR. FPRAULSY: lL Can NOV’ hile, Sin, 
the supplement to ixhibit "128". 
DOCUMANT IN QUSSTION Is Now 
MARKED HkHIBIT "1381". 
Br RLY: That shows the wells 
Mir. Cottle spoke of yesterday, Anglo 1, Anglo 34, 
Command 1, Home-Millarville 1 and Sxtension 1, all 
under contract to the Royalite Oil Company Limited. 
Iwill call tir. Cottle for a moment to file an 
Exhibit covering the evidence he gave yesterday. 


eeoeee%ee¢ee%e#e6e?8 @ 


fe Gy, COT Ls rece lion. = 
BY tie PR. Ly: Whe OC a terounnce 
still under oath* Yesterday you gave us an estimate 
of what the continued through put would be in 1939 
notwithstanding the subtraction from the Imperial Oil 
reguirenents of 2850 barrels for the Manitoba area, 
and from the B.sé., requirements for the same area of 
between 200,000 and 300,000 barrels, during the year. 
Have you now reduced to an exhibit the information 
bearing upon that estimate’ 
I have reduced to an exhibit the information bearing 
on my estimate of 1700 barrels through put for the 
line rer peaple other than the Britisr American and 
the Imperial Oil. Yesterday I was speaking only 
from memory ang I now introduce an exhibit showing 
the actual guantity of oil purchased by the various 
refineries in the Preirie Provinces other than the 
Imperial oil Limited and British American Oil Company 
Limited. 
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FG. Cottle. is 
the Imperiel Oil and the British Am rican‘ 

bh Yes. The number of barrels I estimated yesterday 
from the evidence before this Commission. 

Q The Imperial Oil Limited and the British Anerican Oil 
Company Limited based on the evidence, that they would 
teke 15,500 barrels per dey through the pipe line. 
Ana in addition to that figure. 

THA CHA IRHAI: That is really their own 
estimate? 

4 Yes. 

Q Now you are going on to show what the others take? 

S In addition to that figure I estimated 1700 barrels 
per Gey Tor the other refineries. 

Q Bitte ee iho Xe I see, and what you are 
now filing is a figure which you desire the Gommission 
to add to the a tas Bowl barrels per day which vou say is 
the Royalite and “the een American's own estimate 
of what their takings will bs? 

A Yes sir. 

q KID right, this is the Exhibit you offer% 

A Yes Sir. 

DOCULLINT IN QUsasTIONW Tis NO, 
LARKED See BIT Lee. 

a ill you explain the exhibit‘ 

A Exhibit "182" is a statement of the actual purchases 
of crude oil by the following refineries in ‘iestern 
Caneda. Lion Oils Limited..... 

Q TM the year Leaps. | 

A Ir the year 1938. Lion Oils Limited 70,778 barrels. 


194 barrels per day. I may explain that these are 


net purchases. That is to say where ons refinery 
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F.G.Cottle. 


purchases oil and sells oil to enother refinery, the 
figure shown on this schedule is the net consumption 

of crude oil by the refinery. The next item is Gold 
Standard Oils Limited, ainvright, 12,592 barrels, or 

44 barrels per day. Hydro-Pete Oils Limited, ned Deer, 
5,474 barrels, 10 barrels per day. Meiklejohn & 

Agnew, ‘lainwright, 362 barrels, or 1 barrel per day. 
Monarch xefineries, Calgary, 1,805 barrels, or 4 barrels 
per day. 

iir Cottle, it is sug::ested that it is not necessary to 
Peoce ia Lo Speaks Tor Ltself. “whet is your total: 

The total is 772,774 barrels, or 2,117 barrels per dav. 
Of that totel,however, the net purchases of Gas & Oil 
Products and Becker iefineries would not go through 

the pipe line. That is to say they would not go 
through the trunk line of the pipe line. And I 

think it is fair to assume it would not go through 

the Royalite Pipe line at all.. Now, Gas « Qil Frodusts 
is 180,150 barrels, or 494 barrels per dey, and 

Becker Refineries 83,743 barrels, of 229 barrels yer 
day. Leaving the consumption outside of Turner Valley 
for refineries listed on this iixhibit of 508.881 barrels, 
or 1,894 barrels per day. Now the 1700 barrels 
estinate I made yesterday from meMory relates to the 
figure of 1394 barrels. So that my estimate yesterday 
would appear to be spproximately 500 barrels more than 
the actual consumption of last year. In that connection, 
hor ever, it should be borne in mind thet the North ctar 
Refinery in ‘sinnipsg did not com7ence to purchase 
Turner Valley oil until about the middle of april 1958, 


and I have divided the total purchases of Lorth otar 
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F.G.Cottle. 
last year by 365 days for the whole year, vetting an 
Tae of £96 barrels per day, which is, I think, 
somewhat less than the actual consumption of Worth 
Star from day to day. The same remarks apply to 
Central Distributors, Brandon. They did not commence 
to use Turnsr Valley crude until April. 

Q TS.that the refinery..... 

That is the refinery of the Anglo-Canadian Oil Gompany 
Limited. 

a With respect to which there was an announcement in 
this morning's paper? 

A Yes. 

Q Mr. Cottle, do you relate these other daily averages 
to the pipe linet 

A What other daily averages? 

Q OneyTal ssixhibit "182"? 

A Hel I seid, “<r. Frawley, that the total - the sub-total 
of 1694 barrels yer day is a figure which relates to 
the 1700 barrels per day. the estimate I made yesterday. 

, Therefore, my estimate yesterday would appear to be}! 
| excessive to the extent of 300 barrels per day. 

dl It is now 1394 barrels, 1400 barrels? 

" Yes. | ie 

& Se seolate that to the pipe Line’ 

A Yes, I would say 1400 barréls per day consumption is 


all availeble to the ~abpe-siine:. 

But dia 3 it go through the pipe Line’? 

Some of this oil actually did not go through the pipe 
line last yeaz, because of trucking from the Valley. 


Yes? 


But with proper arrangements there is no reason why 
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it should not go through the pipe line, however. 

I cannot say whether it will or not. 

Wine LIOLAW: Perhaps you could tell us, 
Mr. Cottle, what of these refineries did not avail 
themselves of the pipe line in 1938 or do you know? 

I do not think the Gold Stancard Refinery used the pipe 
Line. 

Yes? 

I do not think the Hydro-Pete did. That is 10 barrels 
per daye The Gold Standard was 54 barrels per day. 

Wor was Meiklejohn & Agnew, nor was Monarch Refineries, 
Tam not sure offhand about the rest of them. Some 

of the other small ones my have been shipped by 

Gas «© Qil Products and carried by truck. The Gas « Oil 
Products used the pipe line partly, but also used their 
own trucks. I think that was during the time that the 
pipe Line vas taxed to its capacity. 

These other ones on sxhibit "182", the Consumers' Co- 
Operative and the #ston kefineries and Natural Sodiun 
Peoducts, did,they all use the pips line in lyduy 
Pitarnk bBhey did, yess 

Do you know whether they did or not? 

I do not know that they used the pipe line for all of 
the barrelage shown on this Sxhibit. 1 know they did 
use the pipe line through esnother party of course, 
through Gas & Oil Products. But whether trucks were 
also used or not in respect of each pf them 1 am not 
sure. 

Then as I understand you, Mr.Cottle, this is to show 


the purchases of Turner Valley crude by these various 
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F.G.Cottle. 
refiners? 
A Ves) sir, 


a Then it has not got very much to do with the pipe 
ine through put, for 19468, has it? 

A It has this to do with it, Mr. Nolan, this is a definite 
Merket for erude oil. in the Prairie Provinces. 

GQ What you are saying is if this total. went through the 
pipe line, ther: would be that amount to go through the 
Pape tine if, they used in 1939 what they used in 194387 

vy Yes sir. 

Ci But suppose they do not use the pipe line, the pipe line 
does not get it? 

A Naturally not. 

CG I do not really ses how it assists the Commission in 
arriving at the probable through put for the pipe line 
for the next year. 

THE CHAIRMAN: When was the drop in the 
Pipe line rates last year’ 

it. NOLAN: That is shown in Jxhibit 
Na2". The 5th of January, 1938, was the reduction from 
Rie conte to lS conts per berrel. 

THe CHAIRMAN: Then this gives a fairly 


true picture of the whole of the year 1948% 


Bote ey) acs YS Yess 
Mites OLall4 You mean this }ast exhibit? 
THs CHAIRMAL: Perhaps i should not say 


a true picture. ‘shat I mean to s@y is I thought if there 
was a change in the middle of the year it sight have 
made a great difference. That is those who were heuling 


by truck might thereafter have used the pipe line, you 
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F.G.Cottle. 
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> DD & 


see, apparently that is not so. 

Mie LOLAT: The point I am trying to 
make, Sir, is that these are net purchases by people 
who are independent refiners, ea ae of whom 

at least did not use the pipe line in 1938. 

Po,wuhes ls not right, Mr. Nolen. . ‘The ma jority of them 
did use the pipe line. 

Well NOW, ee. 

THS CHAIRMAL: Is it easily ascCertainable, 
Mista Clogr Lhup, who did and who did not? 

Yes, it is. I can tell you which ones I know did use 
the pipe line, Mr. Nolan. 

eee OOLAT I thought the first three.... 
To some extent, but i cannot say definitely that each 
afd every barrel shown on this ixhibit for each and 
every ene of these refiners did so , because there 
might have been the odd truck load taken out. 

Deron WRAL Ys Might it not be better 

if Mr. Cottle retired from the stand and informed 
himself as completely as he can as to the Situation? 
Mes HOLA Ns Before I forget it, when 
you are taking the figures for the Imperial Oil, 

you are taking their estimate of what they will require 


in the yesr 1939 are you not? 


‘That is right. 


Yhieh wes 15,766 barrels per day? 

As shown on Chart No. 3. 

And that estimate takes intc consideration what, in 
your opinion, will be the natural increase in the con- 
Sumption for the coming year: 


I presume it does. I have not examined the basis for 
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the estimate. 
% Do you know that it is above the figure for 1938: 
j Dothink 2% is above. 
q If they are going to estimate for 1939 they take inte 


consideration that sort of thing, don't they? 
bs Pypnesume, they did. ahey teke all the factors into 
consideretion of which they have knowledge, one of which 


I assume to be the natural increase which they anticipate. 


el 


Is the North Star Oi] Company Limited included in their 
Sspimate for 1969? 

A sales of gasoline to North Star would be included in 
heir vestimete, but not of crude. 

Not purchases of crude’ 

For the refinery. 

&s shown on this statement here’ 

No. 


I mean we are not overlapping’ 


2 Pe eS 


No “sar. 


MR. FRAVLSY: Then if you will do that, 


Mr. Cottle, and come back perhaps this afterncvon. 


Mm. COTTLE: ce 
bite, BRAMLEY: liv. darvie has some state- 


ments to file which, I presuis, might as well be filed 


ge Buse. 


ia?) 


before we go on with 
Tie Coa aes te All right, tir. Garvie. 
Ma. H&nVIiIs: The first statement, wr. 
Ghairman, is in connection with the information you 
asked me to supply the Commission in connection with 
the Toronto Pipe Line, as to whether it is now in 


position to transport crude from Cutbank to the border, 


Coutts. I was in touch with the representative of the 
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Company in Montana last night by telephone and received 
this information. 4s far as the _athering system is 
concerned, which Mr. Plotkins has suggested had been 
either sold or dismantled, the situation is that the 
Company now operates and maintains a complete and 
extensive gathering system in the Cutbank field, and 
which it is now operating. Over the last year there 
have been some changes. Some branch lines have been 
sold or dismantisd where they are not being used. But 
in addition there were new ones bought and built , 


including a recently completed five miles branch. 


THE CHAIRMAN: That is the Toronto Pipe 
Line? 
MR. HARVIS: The Toronto Pipe. Line. 


So it now has in the field a rather complete gathering 


system. 

THS CHAIRMAL: Whe t about the trunk 
Lines 

VR.HARVIE: As to the trunk line. 


The trunk line connecting with the gathering system 

to Coutts is intact and complete, and the Company ts 

in a position to gather and transport crude from Cutbank 
fowcoutte et a moment's notice. To. be Tair to Mr. 
Plotkins, I think the information he gave was accurate 
Go tne extent of his information. iI my explain this. 
He did mention that part of that line was being used 

in the reverse way and a rate had been posted by 

the proper authorities in Montana in that connection. 
The information I have on thst is this, that the Company 
is now taking from a Santa Rita well - that 1s, 


Mr. Plotkins tells me five or six miles away from the 
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Cutbank field, 


Ue. BELOTRINS : It is 12 miles South 
and iest, almost due “est ov Coutts. 


Ma sHARVIL: On the route of the pipe 
line? 

Deca er BOUL LIN 3 On the route of the pipe 
line. 

MR. HARVI?: How far would that be from 


the present Cutbank field? 

Pie OWL Ni3.s That would be some 25 miles 
from that well to Gutbank. 

2. HARVIGS: They have made arrangements 
to take erude from that well, that was mentioned, whicr. 
apparently would have the effect of reversing the pipe 
line. But iy instructions are that arrangements are, or 
have been made that this does not alter the situation, 
and that the Company can handle that crude in such a 
way as not to interfere with the shipments to Coutts. 
Just the mechanics I have not got the details of. 

Pe thabe thet is all on that point. 

Mite Pits ubsy : Mr.Plotkins made the 
statement end I am wondering whether lir. Plotkins 
accepts that as being in accordance with what he 
understangs is the operating fact down there. 

TAG 68 el. Ls 

MR. PLOTAING: If you will permit me 

I will refer to the information I have and thenI will 
VORLiy b's 

THe CHAIRMAN: Take your time. While 

Mr. Plotkins is looking into that what have you to 


say about the other two lines? 
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MR.e TOLAM: Thet was my task and 


as soon as 1 left here last night I telegraphed. 


I have not a reply yet but I am expecting one at any 


moment. ‘when we leave these offices are closed in the 
sast and it causes a little delay next day. But we 
will have that information. 

Mie PRAWGSY: That is with respeot to 
the Transit & Storage and the Montana Pipe Line? 

Pe eid OLA Ne Yes. Do do. not. think 
there are two, but that will be cleared up and I 

Will, make a statement on that. 

ies tele cr ret ee Gs coen. there is tne, Ii linoge 
Pipe Line Company. 

baton HOLA Ns I have learned somthing 
about the pipe line situation if Lf can explain it, 
becéuse we have never seemed to know much about it 
here. I understand the Toronto Pipe Line serves the 
Cutbenk field with a gathering system and trunk line 
running to Sweet Grass. 

Bie Koo GY: I wonasr if I could make 
the suggestion of putting Mr. Plotkins back on the 
stand. He, perhaps, has a more intimate knowledzec, 

and then you can put these questions to him. It seems 
to me if Mr. Plotkins agreed with the suggestions that 
would help to clear it up, because he knows. Otherwise 
we are in a position of having Mr. Plotkins make counter- 
statements. Iam thinking of the record sore than 
anything else. | 
TH CHAIRMAN: uxcepting, perhap:, all 


the parties should get in accord with the facts. I 
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can see no purpose in ‘r. Plotkins giving evidence 
until he really knows what the situation is. He is 
really inquiring as everyttody else is. 
MR. NOLAN: Will you excuse us just 
one moment? 
THE CHAIRMAN: Yes, certainly. Mr. Harvie, 
did you get to understand yourself? I do not yet, 
Supposing oil is taken from this well you speak of, 
which, so far as the trunk line is concerned mst go 
in reverse, surely they cannot run both operations at 
the one time? 
Linke HARVIE: No, but the situation is 
this, there is only one well with comparatively small 
production, and the line is more or less idle now, 
but they are using it to accommodate that well. 

ff CHATRMAT: They might close up that? 
TR. HARVIG: No, I think what they 
would do is to take that crude into Goutts too rand 
exchange at the other end of the field. 
Lin. PLOT: IMS: Here is the information 
if you will permit me to read it, as shown or printed 
in the Montana Oil Journal, Great Falls, Montana, 
Saturday, January 14th, 1939. 


n "PIPH LING RATE IN DARLING POOL 1b 12 Caigs. 
ho seommon carrier rate of 12 sents psr harrel for 
transporting oil from the Darling pool of Liorth 
Gut Bank to that town of Cut Bank will be filed 
with the public utilities comnission at Helena, 
according to J. \/%. Johnson, manager of Toronto 
Pipe Line Gompany in Montana. 


A 54 mile feeder Line was constructed to serve 
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"the Yukon-Lungren flowing well and the Yukon- 
Jacobson discovery well, connecting on to the 
Main line which runs from the Seeba farm in 

Cut Bank field to Coutts-Sweetgrass on the 
International border. The Toronto is said to 
have contemplated scrapping the line, following 
discontinuance of shipment of Montana oil to 
Cannda. 

Development of the Darling pool means salvaging 
the Toronto Pipe Line investment by running oil 
svuthvard instead of northward. The Jacobson 
discovery well has been in production singe: 1943 
and about $20,000 worth of production was 

hauled to the Northwest Refining Co. plant at 
Cut Bank by trucks from intermittent production 
Or wio well. 

The pipe line is now handling about 75 barrels 
per day, all of which goes to the Northwest, 

but this volume will increase under the sched- 
ued drilling program which includes wells to be 


drilled by K. D. Pardee, 4. B. Cobb and others." 


THs CHAIRMAN: That is, perhsps, not 
inconsistent with what wr. Harvie says. 

MR.HARVI3: I presume the Darling pool 
is the well we are talking shout. 

Five! PLOTRING : Yes, that is right. 

Mee) ERE LYS That seems to fix the 
Toronto Pipe Line. 

THE CHAIRMAN: Yes, all right. 


Lk ® 


TR. “REVASY : We will have to wait till 
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Lire Nolan hears about the other to, and that stil} 


teevee the illinois Pipe. Line. 


SN ae Oe ed te . ie eOLeh te checking 
On one t? 
Re, mee a preys? NOG Une (LE Pay ore ae 


thought Mr. darvie, it would be an easy matter for 
him using his good offices to get in touch with Mr. 
Johnson and he could also make a definite statement 
about the illinois Pipe Line. 

Rey ie I asked him on thet and 
he stated that he vould prefer not to be asked to give 
that information unless he hed plenty of opportunity 
TO take it up with the proper officials, which he was 
hot able to do last night, and woula not be available 
to do this morning. 
et ude Lat ¢ I vill telephone the 
gentleman at Shelby who gives ii. Plotkins' Company 
the information, anc if he will give me a statement 
Hew pute aut oll tne record. That is the Tllinois 
Pipe Line Company and is a Company with head offices 
Dh ONT Oj. 
or Peo yyT es Mize. Johnson stated he 
thought he knew the information on that line but he 


would not want to go on record without checking it, 


seeing it was a competing line. 
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MR. FRAWLEY: Then the International Pipeline 
Company which I said sometime ago I would file some- 
thing about, that is the Texas Company's subsidiary, - 
and’ I have received fromiir. J. Ez. iicLeod, K.C., the 
Texas Company's solicitor at Calgary, a statement, - 
just one copy of it, the first statenent showing the 
International Pipeline I.C.C. tariff, Interstate 
Commerce Commission's tariff in effect during 1936, 
the other one shows the International Pipeline Com- 


pany, intva State, local tariff in effect during 


1956. 
THE CHAIRMAN: where is this pipeline? 
MRe FRAWLiY: It runs from, I have a pipeline 


map I think, Mr. Chairman, on Montana, which I will 


be glad to file. 


THE CHAIRMAN: tire Plotkins has seen the map, . 
has he?, 
MR. FRAWLEY: Yes he has, Mr.- Chairman. I 


will offer this map then, Nr. Chairman, it shows the 


pipelines in the Northern part of the State of Mon- 


tana. 
MRe PLOTISINS ;: It shows the trunklines. 
MRe FRAWLEY: Trunklines, yes, and some of the 


gathering lines in the KevimSunburst field. 


(JAP OF MONTANA PRODUCED Hitkit 
MARKED AS MXHIBIT "183") 


MR FRAWLEY: Mr. Nolan has swgested that IL 
might read into the record a memorandum which w.s 
prepared under my direction in 1955. for the Sittings 
of the Tariff Board in Calgary, held on the 27th of 


May, 1935, it certainly is an accurate statement of 
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the situation as it was then and it might serve a good 
purpose to read it in now. It is only a short statement 
on each company. 

THE CHa RMAN: Allright, we will have that 
but I was just wondering, it should not be difficult to 
know whether these pipelines are ‘pulled up. 

IR, FRAWLEY : No, if we had this man Johnson 
that Mr. Harvie was talking about and could question him 
a little about this it would help, particularly about 
Bois recent newspaper statement. 

MB. HiaRVIa: iequestioned him. on that and 
they have sold and they have purchased and they now 
Have a complete... 

Oa Cel Rei N He does not deny what Mr. 
rlotkins says, he says they bought some or constructed 
more and they have a complete gathering system now. 

MR. FRAWLEY: In any event, Mr. Harvie's 
company makes the statement now,that I presume we will 
have to accept, that they aré able om short notice, 

and are prepared to make delivery to Coutts. Have you 
any information that will gainsay that? 

ee WOR Li ¢ I have information which 
would lead me to believe that it would not be quite 

that simple, that they have mde definite contract 
committments. 

Vi oe Rl it “ell, Centlemen.... 

BR. FRAULOY: .s you can see, 1 am certainly 
Sree aii culty. 

TH: CHsalRiiai' : You will have to consider how 
fipertena 1b 1s and if it is necessary to prove sdie~ 
thing properly we will have to do it. 


MA, Pha Ww Ley: I should make myself clear 
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that certainly I would not have gone about it in this 
fashion if it was one of the things that I felt I had 
to prove. There would have been some person here from 
the State of Montana, perhaps two or’ three men who 
woud have told us all about Lt, but. frankly. a ticomy 
arose because of the evidence from the major companies, 
that there would be American crude in oe), icoming inte 
Canada, some of it from Montana. Now, we have two 
Statements With respect to that, one of the British 
American that they do not see in their best judgment 
any crude coming in from Montana, that is the British 
American, 

Then we had Mr. Le Suenr's 
statement yesterday in his telegram saying that the 
policy of his company with respect to importing Montana 
crude for the Regina area has not yet been decided upon. 
That is a negative position and that is just my justifica- 
tion for being quite unprepared for what some people 
might think is an important matter. If it is important 
to this Commission there is a very easy Way of. proving 
it, send somebody down to Montana who will come back 
With the facts. 

DR. NOLAN: The whole difficulty arose 
because Mr. Plotkins was endeavouring to leave the 
impression with the Commission that there were no 
pipeline: facilities from the Montana field into Alberta. 
THE CU UIRMAN: T think at the moment, kir. 
Llotkins, we would be bound to accept the formal 
statement by anyone made to the British american, 

that they could put a trun¥line into Coutts, unless 
something is brought to our attention which would 

lead to an upposite conclusion, I mean the same as 


we would accept a statement from you as to something 
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your refinery could do to-morrow unless we had some- 

thing to show it is not so, and I think we Willlet it rest 
at that, subject to Mr. Nolan getting this Pra eae 

MR. FRAWLEY: Yes, but if. Nolan thinks 

there are some useful statements in this short memoran- 


dum, which I might put on the record. 


THE CHATRMAN: wes, L “forszot) that. 
MR. FRAWLEY: It 1s an extract from a 


memorandum prepared on Montana crude, Montana pipeline 
and liontana refineries, submitted by the Province of 
Alberta before ithe Tariff Board, sitting at Calgary on 
tne 27th of May, 1930. 1 wa only read phe part 
entitled "Montan; Pipe Line Situation". 
"MONTANA PIR LIS SITUATION 
In Dr. Allan's submissions 
tO the Board a map of the State of ifontana has been 
Submitted showing the location of the pipe lines, 
which carry crude from the Montana fields to the 


Alberta boundary. POS, pO nee Cheol Ste: aro iy 


principal companies will probably suffice here. 


Toronto ripe Line Company. _ 

In addition tO ats direct 
relations with the British American Oil Company, the 
Toronto Pipe Line Company operates as a common 
carrier in the Cut Bank field. It gathers crude 
for the Montana Pipe Line Company and for the 
International Refining Company, Sunburst, which 
is delivered in the field to the International Pipe 
Line Coupany and then taken over the latter company's 
line to its refinery at Sunburst. shat is gathered 
for the Montana Fipe Line Company is then niped to 
Coutts through the lines of the Montana Pipe Line 


Company. 
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Montana ripe Line Company. 

This is an american cor- 
poration with head office at Denver, but is now 
wholly owmed and controlled by the Imperial company 
through the latter's control of iaple Leaf Petroleum, 
Limited. The pipe line canpany was formed in 1927 
by some of the individuals who controlled the Maple 
Leaf Refinery at Coutts. The campany owns about ten 
miles of gathering lines in the Kevin-Sunburst field 
ag well as fifteen miles of four-inch trunk Dine 
running from Sunburst to Coutts. Its operztions 
ane confimed entirely to supplying crude for the 


Maple Leaf Refinery at Coutts. 


Intermational Pipe Line Company _ 

The International Pipe Line 
Company is a Miontana corporation 3nd a wholly-owned 
subsidiary of the Texas Company. It was built in 
1933 and maintains fifteen miles of gathering lines 
in the field as well as a trunk line from Cut Bank 
to Sunburst, a distance of twenty-five miles. It 
delivers to the International Refinery at Sunburst 
and carries for the Montana Pipe Line Company from 


Coutts to Sunburst. 


Illinois Pioe Line Company _ 

This tore Debaware. corpora=~ 
tion wholly owned by the Ohio O11 Company, one or 
the Standard group. Its lines were built in 1924 
to maintain a gathering system in the Kevin field 
and to oper:te a trunk line from Sunburst to Coutts. 


Its operations are now l-rgely confined to supolying 
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production for the Imperial refinery at Calgary. 
The production moves from Sunburst to Coutts by the 
Illinois Pipe Line and fram Coutts to Calgary by 


rer." 
4nd I have a note here "Table of Pipe Line Rates". 


"Gathering charge in Cut Bank Tieid, LO¢g per barrel 
of 55 Imperial gallons. 

Cut Bank to Coutts via Toronto Pipe Line, 82.5¢ per 
barrel. 

Kevin Field to Coutts via Montana Pipe Line Company, 
Ie oG 

From producers! tank Cut Bank via International 
ripe Line Company to Sunburst. 20¢; via 
International Pipe Line to Sunburst and 


via Montana vipe Line to Coutts, 24¢." 


Peeomrstes, Of course,-. are of no particular value, 
because we have the Tariff filed. 

Now, to complete what I 
Mefendmio Go with regard to these pipelines, [.have to 
file the Texas Company's statement which was rather 
late in getting to me, I only received them a day or 
so ago, they came in a letter from their Calgary 
Soepoteri Mr. J. 2. A. Macleod, k. C. 
MR. NOLAN: That is the International? 
WR. FRAWLEY: This is the International, 
wholly owned by the Texas Company... 
THs OHAT HAAN: Les 
MR, FRAWIY: And Mr. Macleod's letter, 


which, perhaps, I might read is explanatory. 
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" ve have now received, and forward herewith, 
the published tariffs of the International Pipe 


Line Company for the year 1936", 


Now, frankly, when this came in I was engaged in some-. 


thing else, 1 could not have done anything about it 


anyway, Il waited two weeks to get this, a man in New 


York had to say whether they would release it at all 


but now it appears to be for ..the year 1936. I will 


puG it im anyway, but I do not know as it will be of 


much value. I will first read Mr. Macleod'ts letter. 


sad ve have now received, and forward herewith, 
the published tariffs of the International Pipe 
Line Company for the year 1936, shoWing also the 
Pwmoweo £ crude Ol) transported under each tarif?Y. 


pedal tion, we are informed by Mr. George W. Ray, Jr.” 


I may say he is the general counsel for the Texas Company 


in New York. 


"that the mileage of the lines were as at 31st 


December, 1936, as follows:- 


Gathering lines 65.54 miles, 
Trunk Lines eed 
TOTAL Lees let Sei 


In giving you this information, we are instructed 
Poustate that it is wt to be: construed in any way 
as a submission to the jurisdiction of the Commission 
to demand the same, and is not to be taken 4s a 
precedent concerning further information which the 
Texas Corporation or any subsidiary or associated 
company may be asked to furnish respecting operations 


sutside the Province of Alberta.” 


"Outside the Province of alberta” he says. Now, I will 
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Poe On LAMAN: I think we should take the 


letter with these two attached as one sxhibit because 


the covering letter is as much a part of the communication.. 


MR. FRAIEY: Yes, frankly, of course, I am 
disappointed because [I particularly asked for 1938, and 


I got 1936. 
TH CHAIRMAN: We Will only give it what value 


mo westentitvled to, that will be Exhibit "1e4", 


(L&TPSR FROM MR. MACLEOD TO 
MR. FRAWLEY WITH DOCUMENTS 
ATTACHED HERE tiaRKED AS 
EXHIBIT "184", ) 
MR. FRAWLEY: A letter from Mr. Macleod, dated 
the 13th of February, 1939 to myself. I should complete 
Chase Wir. Chairman. .... 
TH: CHATRMAN: Ig the International Pipe Line 
Company carrying any oil? 
MR. FRAWLOUY: Gh, 2% Certainly ie supp Lyne 
fiowmouewounvurs: refinery, oh, yes. 
CG Monga Ol GA Hig URE I was just wondering why you 
got the year 1936, this being 1939. 
WR. MOLAN: Ll can bring 10 alittle adore up 
to date by looking at Exhibit "430" at page 49, where 
the tariff of the Pipe Line Company is set out as being 
Seterron 2. C.. 0: NO. 8, effective July 1st, 1037, 
16.5¢ per barrel, but tht is not up to date either. 
MR. FRAWLAY: No. This would be, perhaps, 
a good time for me to introduce, not for the purpose of 
ecomfusing but to complete the record, on the or dor 
February I sent this telegram to the Assistant Counsel 


of the Board of Railroad Commissioners at Helena, Montana, 


to Mr. Walter J. Nilan. 
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"I am anxious to know if certain Montana Pipe Line rates 
and tariffs have been the subject of investigation anu 
approval by your Board stop Please refer to following 
Pipe Line tariffs filed with Inter State Commerce Commission 
and appearing in National Petroleum Association's Digest 
of Pipe Line rates at following pages stop Page forty 
two item one hundred nine I,linois Pipe Line Company 
fifteen cents stop Frage forty nine International Pipe 
Line Company sixteen and half cents stop Fage fifty seven 
Montana vine Line Company fifteen cents Stop Fage one 
hundred nineteen Toronto tipe Line Company fifteen cents 
tage one hundred twenty Transit and Storage Company stop" 
and 1 might say there was no rate there because there was 
none in the tariff. 
"Would appreciate wire acknowledging receipt and advising 
how soon 1 might expect this information from you by wire 
collect stop Address me Court House Calgary. Alberta." 
and then I might say I got this Wire, after some telephone 
conversations, I got an answer ind I have this answer. 
"Re- your telegram February third 1939 vur tariffs show 
Tllinois Pipe Line Company ten cents International Pipe 
Line Company ten cents Toronto Pipe Line Company ten 
cents. Board Railroad Commissioners John W. Bonner 
Secretary Counsel". 
Ana that is dated at Helena,Montana, on the 7th of February, 
so I would offer those two. 
THE CHAIRMAN: Be ete jie yt 
MR PR ALaY: iLlinois Fine Line Company 
ten cents, International rine Line Company ten cents, 


Toronto vipe Line Company ten cents. 
information 
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Re FRAWLSY : No, he does not say that, 
although in his telephone conversation tome he 

“cave me the impression that they were not and he 

said he would write me to that effect. It is too bad 

we have no more co-operation. 

MR. FLOTKINS: Pevninie can clarity that 
point, they do not exactly have to pass on any new 
submissions of prices, they file them and if there is 

no objection. 

THo CHAIRMAN : tT understand that perfectly, 
but what I want to know was, had there been any objection 
and had they actually done it? 

whe FRaWLoY : No, he simply replies to my 
wire presumably because, yes, he is purporting to reply 
to my wire and he tells se, when I call his attention to 
(eee eons vine Line rate of LO cents, in 2axhibit 
wie weaverenidges, "Our tariffs show lilinois vipe Line 
Company Gen cents." 

MR. NOLaN: Now, for what, that is the point? 
MR. FRAWLEY: Well, I quite agree, 1 am not 
Sererine it as complete information, Ll appreciate it 

48 lacking in information, I appreciate that as well 

as anyone. 

AR. WOLal: You see, there is a situation 
down there which may be quite different from our Turner 
Valley situation in respect of gathering lines and 

the charge for that is posted, and the trunkline carriage. 
THE CHalLRiiaN: I would think, ir. Frawley, 

it Meet Se well to clear it up. He surely would reply 
to another Wire. 

R. FRAILLY: Yes. 

Pa CHALRMAS : You have him started now. 
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MR. NOL:N: NOW tr. Gaby. on Tete oie 
Stator. LOSS... 3's 

PRs, RLY t I Will offer a copy of my wire. 
THs CHarRhiah: ! They must be taken ‘together 


to mean anything, and you might attach them together. 
(TWO WIRES aTTaCHeiD VRODUCED 
IND BIARKE.D 2S 2XHIBIP "185". } 

wRe NOLAN: ow, L have two observations 

i would like ‘to make about this Exhibit "185". In the 

first place in the reply from ‘iy. Bonner he says nothing 

at all about the Montana ripe Line and in the second 

peecevir. Gaby in bxyhibit) 13L", dated the 25th. ar 

January, says that the pipeline rate for the Toronto 

Pipe Line is fifteen cents. 

Ma. HERVIS: Which is the same as the informa- 

Tuono ven an, 2x1 bit "LSO". 

PR. PRL EY : I knew what the effect would 

Devi fried these wires, 1 said I did mt Want to whobley 

Gompuse you but I knew they would be confusing. 1 Wile 

telephone the man at noon and we will see wWh:t we can do. 

MR. OLA: Dip Ne weele iis, AvLetrer. Wne 

CoUlaeei ye us’ the distance too of the ‘gathering, Lames 

and these trunklines, because we would like to know. 

bi. PRAWLAY : He will do just what the spirit 

moves him to do although I must say he was = very polite 

man, of course. 

MR. PLOTKINS: Would it not be simpler to 

write each 3ompany and ask them to give us a copy of 

their tariff and that would answer? 

MR. PRAWLEY: Simpler, well, I do not know 

ahout that. 

TH: OHATRMCN: I do not think we will delay 


the Inquiry to get these tariffs, beoause, after all, 
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we must make up our own minds as to what we will do here, 
under the circumstances at this field. All right, Mr, 
Frawley, do the best you can about ‘that, and we will eet 
on With the Inquiry. 
RR. FRAWLe Y; Yes, J. Will call Mr. Burns. 
MR. HaARViL: There is still one point I would 
like to mention, there is a little contradiction, anparent 
contradiction of evidence between Exhibit "131, which 
is li. Gaby's wire to me reporting on the pipeline, the 
Porenbog spe Line Situation, in which he states... .. 
THE CHsalRiaAl : ur. Gaby's wire, Exhibit what? 
WR. HaRVis: | pxhipit "Lol in Which he 
states that the Toronto Pipe Line Company transports 
for parent company only. Mr. Woolley in his evidence 
said he thought they also transported for others, and 
I Was requested by the Commission just to straighten that 
out, and I now have a wire from Mr. Bronsdon under date 
of February 14th, addressed to me, a night letter. I 
Wie read a0 
"Mr. Gaby's wire January 24th", 
it was really the 25th, 
"Re moyement of crude through Vine Line Montana 
for years Nineteen Thirty six and Nineteen Thirty 
Seven incorrech in stating transport for parent 
company only stop Total quantities transported 
his wire include deliveries for Huff Refining 
Company Lethbridge Nineteen Thirty six one thousand 
and two barrels and Nineteen Thirty seven Thirty 
thousand seven hundred and seventy one barrels 


otherwise information given according to facts". 


(TELEGRAM FROM MR. BRONSDON 
TO MR. HARVIE PRCDUCED AND 
HERE MARKED AS EXHIBIT "186". ) 
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THE CHAIRMAN : What does that mean, in 


1956 and 1957 they imported for the Huff Refining 
Company? 

WRe FRAWLLY: He says they imported for the 
Huff Refining Company, Lethbridge, in 1936, one thousand 
and two barrels, and in 1937, thirty thousand seven 
hundred and seventy-one. barrels. 

TH: CHATRM4iT: 90 that outside of that we 


may assume the transportation was for the parent company? 


MR. HARVIZ: Yes, entirely in the: 2avver 
year. 
PS Ne gk A Ee i “ven although that appears to 


Bein conflict with what 1 reed in this morning. 


(tage 4549 follows.) 
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&. Burns. 


ie #. BURNS, recalled:- 
Bye ei gah VS Mr. Burns, there were 
@ number of matters that you were going to file. 
First of all 7T think we asked you about the Manual 
that was mentioned the other dey in your evidence’ 
Yas. 
And you now file.... 
Accounting Manual for the Preparation of Balance 
Sheets and Income Statenents. 
Accounting Manual fur the Preparation of Balance 
Sheets and Income Statements. Standard Oil Company 
New Jersey and affiliated Companies? 
Yes. 
In two volumes. 
There are certain other comments there and this 
conte@ins a list of the revisions of covering letters 
Which came with..... 
Pico weyouware Tiling the original. Could it be 
called the originel, and these are supplements? 
Wo, not entirely. It is all information. 
It is in two volumes then? 
Yes. 
In two volumes. The witness is filing the Accounting 
Menual, Standard Oil Company of New Jersey and affil- 
iated Companies, for the preparation of Balance Sheets 


and Income Statements. 
TiO VOLUMES AR’ WO 1 AKKED 
Pipl? Mey", Volume 1 
and Volume 2. 
Ute eet rk DR I would like Iir. Morrison 
tO Have a Look at these, Mr. Burns. ‘ie Ayo bed L 


me now if that Manual conteins any directions to you 


with respect to the allocation of Indirect Costs? 
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ye) Any directions? 

~Q Yes, anything in here at all deedine with the matter 
of allocating Indirect Costs? 

4 No. Peornivik it 2 Goule Gur WD ese 

Q Yes, surely? 

4 Some of these I could read what it says. It says 
here. "Administrative and General Expenses, where 
practicable, should be charged direct to the Depart- 
ment in which they have been incurred." Now I 
may say for the purposes of this aecounting we 
considereq the Royalite Oil Company to be in the 
Crude Oil Department. ‘'.e used the accounting appli- 
cable to the Crude Oil Department. 

Q. TH’ CHAIRMAN: Department of what? 

A Well it is the Department... 

Q Of the Standard Oil? 

b The Standard Oil, yes, that is correct. This is the 
accounting applicable to that department. 

MR. FRAWLEY: 

Q This is the Standard Oil Company's Dooks prepared in 
New York and sent out from New York’? 

A Yes. 

Q And you say that is on page - we want to be sure now 
Of this reference, it 18 On page.ee. 

4 That is the account number. There is no pags. 

Q So the Commission can find it. The witnecs is 


referring, ir. Chairman, to that part of Volume 1 

of Sxhibit "187" which follows the tab "Income Accounts" 
and is item Number 40, following that tab "Income Accounts." 
That is the best reference I can give you to thate 


TH! CHALRMAT 40? 
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Pitas in! “TL WY 3 Item Number 40, and 

Page 3 of Item Mumber 40, ané. he is referring to the 
paragreph "Administrative and General Expenses, where 
practicable, should be charged direct to the Depart- 
ment in which they have been incurred. In case the 
Accounting Gompany is so organized as to have separate 
administrative departments, the expenses of those 
departments should be distributed, under the elassifi- 
cation of Administrative and Generel #xoenses, to 
Producing, Manufacturing, marketing and other similar 
Departments, upon bases which are found to be equitable. 
ifyordsr to permit the proper reporting. on Ineome 
statements, of amounts of depreciation, amortization, 
and taxes of the Administrative departments which are 
ineluded in the total expenses of those departments, 
which are apportioned to Operating Departments, it is 
Suggested that, in the "Zlimination" column of the 
consolidation working papers - in which like accounts 
of all departments are combined - the amount of deprec- 
jation, amortization and taxes of the Administrative 
Departments be deducted from the combined amount of 
"Administrative ané General sxpenses" and adved, 
respectively, to the combined amounts of depreciation, 
amortization and taxes, as provided for in the Income 
Statenent." 
Parst of all, is that the reference that you gave me 
when I aske@ you if anything is seid in there about 
the manner in which the Indirect dxpenses should be 
ellocated? 

A That is correct. That is the application we make of it. 


Q First of all, is that the only place in the lanual where 
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T.E.Burns. ST 


we can find anything bearing upon this question? 

& Noseaiwoudd not say that. I think in that Manual 
you will have specific pipe line accounts, that is 
for use by Pipe Line Companies. But we do not use 
thate I will call your attention to this in Volume 
Peoria VlSt" which says... 

Q You are directing me to a certain portion of Volume 
eons ip Gata ob ie ana Be Yale Now for the purposes of finding 
it again, I think it may be advisable if we put 4 
marker in it, and perhaps make it a little more com- 
plete later on. That is entitled "Index to Balanae 
eneet Sub-Accounts. Pipe Line Department.". 

THs CHAIRMAN: The pages are not 
numbered « 
Mes FRAWINY: The pages are numbered. 


No, they could hardly be said to be numbered Mr. 


Chairman. 

Tins CHAIRLAN: Wheat ld) YOULL Lape. 

Hite PR Lisy $ There is no téb in this 
volume. 


TH. CHALRIMAN ¢ How will we get at it, 
because that blotter may come out. | 

MR. FRAWLsY ? I suggest we put in some 
sort of a tab. Mr. Burns may be able to put in some 
sort of a permanent marker, ‘e will do something which 
will assist the Commission in finding this. Then 

the heading changes to "Indox to Charts of Balance Sheet 
and Income Accounts, Pipe Line Company." There is 4 
distinction in this book between Pipe ine Departments 
and Pipe Line Companies. 


A I may say this is merely to provide the Standard O74. 
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Company of New Jersey with a system of Maintaining its 
accounts on a uniform basis. That is to say, it has long 
ago recognized that there are real differences which might 
exist in the minds of several accounting officers or 
officers of the accounting companies which may be submitting 
statements to it. 

Q Yes? 

A And in order that we may all use the same titles of these 
accounts and in order that the Standard Oil Company of 
ew Jersey iay prepare a consolidated Balance Sheet, 
anode r stand 14 1s required todo by Law, endrcein 
order that it may report to the Securities and xchange 
Comiission, it is essential we have a certain uniformity 
in the accounting, and that is all that this purports 
to do insofar as the Balanee Sheets and Income Statenents 
are concerned. 

Uh Cab TRAN: The Securities and déxchange 
Commission, what body is that* 

A The Secur:ties and sxchange Commission is headed by lr. 
Taiiienm 0. Douglas. It is in New York, and 1 belteve 
itis a United States Peders| body. 


Coe ke GY: it*hesionly “been “in 
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existence a comparstively few number of yeers, is that 
not so’ 

4 I think it came into existence following, soon following 
the present administration in the Unitec tates. 

G That tas in 1932. It certainly did not come in iauch 
berore 1925, or 1904. Thess Manuals of the standard 


Gil Company of lew Jersey heave been out longer than tha t 


haven't they? 


A No, I think here is the first one. This Bulletin Number 1 
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T.i.Burns. -4554- 
advised us of the change, and that was dated October 
40th, 1933. 

Q It is your opinion, then, that these Manuals were 
issued after the Sesurities and Exchange Commission 
demanded that the Standard Oil Company file its 
GonSolidated Balance Sheet‘ 

fs Well I believe they had it in mind when they were 
drawn, but I cannot say. 

& You have been with the Company a good many years? 

4 Yes. 

Q Have you only had these Manuals for the last four or 
five years? 

A igesnnuney cone into being in the Fall of 1933. ue 


began to use them with respect to the 1933 accounts, 

but we only made them up as specimens. They were not 

used, I do mot believe, in the consolidated Standerd Oil 

Company's Balance Sheet. Bhey sent them out to us in 

195é to see what we could do with them in that year. 

They first were used in the yesr 1934. 

‘hether it conteins some method of allocating Indirect 

Costs or not, did your Company use them to allocate 

Indirect Gosts betwsen the various departments of the 

Royalite Oil Company? 

A @ did not. 

& Perhaps you could tell ime why you did not? 

A “ell, they are only intended to be very general. ivery- 
where throughout the book I think it will say they are 
only suggestions and 1c may use out own ideas. 


as there something you wanted to say? 
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A IT boliave it is stated right in here tmt they are recom 


mended for use, but throughout the whole thing it is 
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Suggested that they be used - well it says here "Possible 
Legal Aspects of Accounting Procedure outlined in this 
Manual is subject to correction should it be found to 
conflict with the laws under which any Company within the 
Organization of the Standard Oil Company of New Jersey 
is incorporated, as well as other applicable laws." 

C: Didn't you even use them in preparing what we have been 
ene une Jersey, statements, wxhibit.e<.«.s.. 

A Oh-yes. in this book there are guite a few statements, 
some of which are no longer in use now, but they will 
give an idea-of what it is intended tn convey. Le 
they are no lon;er in use there are other similar 
Statements. 

Q. You did use them in the compilation of the Annual 
Jersey Statements? 

A That is with regard to the Balance Sheet and Income 
Statement do you mean? Perhaps I could clear it up 
if you mean did we use it in regard to splitting the 
Indirect Costs, I may say we did not. 

q Now we have got our copy of Sxhibit "87a", which is 
the Jersey Statement for the year 19387? 

A Yes. 

Q Vas that statement, and were similar statements 
prepared yearly, were they prep: red on the directions 
conteined in the Manual uxhibit "187"F 

A This classified Trial Belance was prepared. 


You ave speaking now of part of uxhibit "O7"% 


£2 


A Part of fxhibit "87", the classified Trial Balance. 
And this Statement of Inventories also part of 
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T.E.Burns. poe 

Q That was also prepared? 

4 Yes. This "87c" and "87q" were not prepared in 


accordance with any instructions contained in Hire 
Manuals. 

Q puis “ero and "d" of eourse,in fact, they. are, 
as i recall, the only parts of these Jersey Statements 


that we have directed any attention to as you will 


recall? 
A That is correct. 
Q Bnd they were not prepared, you say, under the directions 


of the Jersey Company as contained in their Manual? 

A That is correct. I believe I said previously, too, 
lir, Frawley, that we were not required to submit those 
any longer. They apparently found them of no use. 

Q PR. COMMISSION SR LIPSET?: In making out wxhibit 
Tee wand da" vou took the responsibility for 
departing from the Manual instructions? 

4 No. With regard to the splitting of Indirect Expense 
I can recall in reading the Manual it says on several 
occasions that wr rever it is necessary to split the 
expenses this should be done in the most practicable 
way possible. But it does not say what thet is. 

And any that cannot be practicably split should be 
estimated to be split and it leaves it entirely up 

to us, wherever that is necessary. But we have not 
really had occasion to do that, because for the purposes 
of submitting the Balance Sheet and Income Statements 

of the Royalite Oil Company we ee the accounts applicable 
to the Grude Oil Department of the Standard Oil Company 


of New Jersey. It vas only for the purposes of eve lua ting 


bes $i a an 
ae ae 


es peat i fet ouseenh 


sy 
Rae kek ee, 


7 mes) 


% 
rex 
bv 
ACh wa 
Fy 
int ~ 
{eo ay 
4 f Bri WD yah! cw ¥ 
ob. h } 
bs Me i 


het Re eatin Pep iy -r 
i Abu Y An a Pk 
ci 


poet Bh ® ioe set) au 2 Ba fo jPoxedtag. ton nen 
26 5a y region FOS % | 
| 4 sonra ile 


as Phodem. at serrhsgete colt xsi. oie eat Awe. 


4 
od 
od 
Se 
ae 
Soe 
e 
2 
a 


me? ¢ Eh Vigne sO X'S Ie 


oot ,Vieverveug: be Ae “erebined be 


: Ais : ike 
Ey WN ; 
lag dhe ; the 4. 
LON : uw J ane 
n 4 - j << sa y ‘ 
Be 5 coy paxt poet 
é Paty. a5, DGnek 4 
5 py Sc elielt f 


ieitdkeno ae oa ‘ieee Toes ba "or ae " 
ROY tie fee BN at rae Rae Ve eRe a >a we ag Ps 


i NS rea rane ivonriens Saunt i rt 


‘i ae ay Pitt: rib 7 =i he i ramteD 


0 watd tae, at oe ee aunts a re 
i | tae, r ‘Atal y 
bee Hk ie. ye 


ee 


2 <3 ee 4 Hier eros 
s r ste AV a - + Dp alee 
rake Nie eye \ ; 


an Les ae os if 7 xd ‘ie 
af si whe a ‘e ome i — Lice fot aeob ie te ise ay i 
eee a | sata ap i meee 
a ae ae, XA as Nats 4 tad ae | Sod. 


i oe Ay’ 
sides CF ox, ae ve 
i] cs 


ae a 43 


meee : 
i 


T2 
4 


T..Burns. ~4557- 
the inventories, small inventories which we had 
on hand that these stetements were prepared. 

Q Would it not fairly be a subject of this Inquiry from 
you that if you adopted this method in "87" (6) and (d) 
instead of the method in the Manual, that there must 
have been other reasons which at that time seemed 
sound? 

A Well, i think 2 said previously, Sir, that the Inventories 
which the Royalite Oil Company had of crude oil were 
negligible, and it was never necessary for us to give 
any serious consideration to valuing them. ‘\e were 
required under the Compnies Act to set them up at 
cost or markt, whichever is lower, and we conservatively 
used that form of costing, setting them up at that, 

What it cost.. But I believe I also said previously 
that if the inventories were greater that I would have 
to give consideration to another method of evaluating 
them or possibly seck other accounting advice. That 
is to say,in that, I mean that should the gas business 
which the Royalite enjoys at the present time remain 
the same, but the crude oil business should be very 
much larger, it is reasonable to assume that the 
inventories would be larger, and under the method which 
we have used there of apportioning them, if the crude 
cil business was the very much larger portion of the 
Royalite's business, the gas business might not teke 
what would be an equiteble proportion of the Indirect 
Expenses. I would not sey what peroent it might De, 
I am just explaining this to illustrete that these 


statements are of little value if conditions were 
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Q MR. FRAWLEY: Wow, Mr Burns, I would 
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like to ask you about the G. Harrison Smith statement. 
Min. NOLAN: Before you go on to 

that question. I suppose these are not going to be 
copied into the record of the case. 

TH CHSTRMAN: Yes, that is so. 

Ma. NOLAN: I would ask tmt they be 
kept in the custody of the Court Reporter because after 
all they are the accounting advice made possible for the 
use of their own people, and it is not something that 


anybody else should be interested in. 


THe CHATRMAN: quite so. 
ite) ee yest Ys It is not anything that 


anybody but a Chartered Accountant could understand 
anyway, from looking at them. 

You have those Harrison Smith statements you were 
speaking of? 

Yes. 

We were going to file some of these. 

As many as you wish. 

Just to do them justice that is all? 

I may say that Ii. Morison has been over them. They 
were supplied to him on Saturday and he has been over 
them. 

Are they all contained in the binder’ 

No, only the ones he asked me to supply. 


Then we will put the whole binder in the give it one 


number. 


BINDER CONTAINING TH G. HARRISON 


SMITH STATEMENTS IS Nol. MARKED 
EXHIBIT "188". 
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T.H.Burns. 
Gi Now over what period, Mr.Burns, were these statements 


prepared and forwarded to Toronto? 
A Oh I could not say. This was in that form, I believe, 


beginning at dlst December, 1934. 


G Yes, is that when you began tc prepare these statements‘ 
4 7 eannot.sey that. 
Q Do you recall whether you made them from the very inception 


of the Company in 1921? 
A Not on that same form, no. No we did not. 


Are they all entitled "Producing Departments Statistical 


&) 


Report or is that just a form that was used? 


A That is just a blank form tht was used. The information 
was typed in. 

Q Prior to 1948 were they made up from the books‘ 

A Wot entirely. Made up from the books? All of the 
information that is contained in there was cbtained 
in some fashion from the books, yes, 

CG But thay stand apart fram the books in that the infor- 
mation from the books was interpreted and then put 
into these statements. Is that a fair thing to say 
about it? 

A That is correct. Particularly with respect to Indirect 
uXpencese 

q Yes, I mean no more than that, that there had to be 
cer ain celculations made after the figures were drawn 
from the books themselves before these statements could 
be prepared? 

A. That is correct. 

e ‘ell now, let ne first ask you if there are any other 
statements of any kind showing any different results in 


cents per barz:el, other than the Jersey Statenents? 
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T.H.Burns. 


pon 


Have we now got all of the statements reducing the 

cost of operating the various departments of this 
Company in cents per barrel? Have we now got them all, 
the Jersey Statements and this new Hxhihit "Leg"? 

I do not recall any others. And in the same way that 
I have spoken of the Jersey Statements I consider these 
to be worthless for the purposes of this Commission. 
Just so we know we have them all or not. These are the 
Statements that went to the Chairman of the Board? 
That is correct. 

And then we have- the versey Statements which went to 
the Imperial Oil, but were prepared, as you were aware, 
for the information of the Jersey Company. Similar to 
whet I showed you* 

Yes. 

THE CHATRMAN: The Chairman of the Bord? 
MR. FRALEY: The Chairman of the Board 
of the Royalite Oil Company, Mr.G. Harrison Smith. 

The Jersey Statements went to the Imperial Oil, but to 
be transmitted tc the Royalite Company? 

That is correct. 

Are these the only kinds of statements roducing the 
operations of the Company to cents per barrel? 

That is all I can recall at this time. 

‘ig@ll you have made some search of your memory have you? 
‘fell when you sey statements, I may have been asked 


some time in years past to give a letter of the operatinges.. 


No, I mean these statements, routine statements that 


were supplied either month by month or year by year? 


That is correct. 
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T..Burns. gen eke 
Q “Ve have them all in the Harrison Smith statements and 


the Jersey Statements? 


A That 1S correct. 


cm) 


Now do these statements contain any depreciation of 

utility assets? The statements Exhibit "188"? 

A NO. 

q They do not, and why not? 

A Why do they not? I suppose insufficient attention 
has been given in their preparation, that is all I 
can say- 

& Insufficient attention given to the preparation of the 
statement, @xhibit "Lee"? 

A Loe cis) COrrect.. 

C UGS pel yes arian Wc gars Bod WP goa It was not because you could 
NOG Have done 2b it’ it had been asked fort 

ie Vell we would have had to make some arbitrary split 
of what those utilitiss and service units, how much 
depreciation should properly be charged. 

q That has been done for this Commission? 

A That has been done by the Commission's accountans, I 
believe. They kave given their opinion as to what..... 

Q hen you say Commission accountants you mean the Price, 


“aterhouse Company and Harvey & Morrison? 


A Yass 
Q But you did not think it was necessary for hr. Smith's 
purposes? 


A Mogitedid note 
(At this stage the Hearing was adjourned untia 2 tains) 
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Te Be BURNS, having been re= 

called, examined by lire Frawley saia: 
Mr. Burne, will you first describe for the record 
the binder of what we have been calling the Harrison+ 
Smith statements, what period they cover, ixhibit 
Mera? 
They cover the year 1954 and the month of December, 
1954. 
Phe year 1924 and the month of December, 1924? 
That is right. 
The year 1934 etatce sas statement for the month 
of Decenber? 
A stateaent for the month of December, 1954, and 

Cumulative statement for the year 1924. 
All on the one statement? 
That is correct. 
Consisting of two sheets? 
Consisting of two sheets. 
Yes, now for 19385? 
The same information. 
And the sae? 
For the month of December, 1950, and cumulative for 
the gear 1935, and for the month of December, 1326, 
and cumulative for the year 1936; for the month of 
December 1937 and cumulative for the year 1937 and a 


statement for all months, January to November in- 


clusive. 


for 1968. 


A statement for each of the months, January to December, 
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1968? 

And each monthly statement is cumulative. 

So that the November statement brings it down to 
the end of November 1938? 

That is correct. 

Now let me put on the record what the costs as 
shown by these statements were for each of the 
periods, for the year 1954, if you would be good 
enough to check the statements and see whether wiat 
I have abstracted from them is correct, in the year 
1934, speaking of the yearly statements, the oil 
gathering cost was 7.52¢? 

-0751902 for the year. 

Yes, I mean for the year. 

Yes. 

Well I am reading it as 7.52¢ and it doesn't take 
all the decimal points. 

Peover. 7 0LI > 

Yes, I mean if it is,to a reasonable decimal point, 
I do not want to take anything except what is right 
there, I suggest that a reasonable figure for the 
oil gathering cost for the year 1932 is 7.52¢, you 
pay it is 7.519 and two or three more decimals? 
Dmyaaly, = O75190e. 

Dollars? 

Dollars, that is right. 

Would you rather have it 7.51¢, I do not want any 
more than two decimals if you do not mind? 

IL see. 


7-o2¢, all right. 
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Me Ghai e a, all right. 
THY CHA TRisa N: shat is it? 
MR. FRAVLUY: 7.52¢ for the cost of the oil 


gathering, the oil gathering Operating costs, it 
might be called, could it not? 

A The oil gathering lines expenses. 

Q The oil gathering lines expenses, and for the trunk- 
lines expense 6.13¢? 

A That is correct. 

&, SO in other words a total cost of 13.65¢? 


As indicated by this statement. 


b> 


Q As indicated by these statements. quite so? 

A Yes. 
THE CHAIRMAN: Is that cents per barrel? 

A Yes, cents per barrel. 

Q MRe PRAdLEY: for the year 1934, the rate per 
barrel, it was 25¢, is that correct? 

A That is correct. 


Q For the year 1935, we will run through the some items 
BIS O.GL9S6, L967 .and.1 958% .in 1965, according to 


the statements Axhibit "188". the oil gathering cost ' 


was 9.8l¢. 
A That is right. 
Q . And the trunklines gathering cost 5.55¢? 
A I have .05845. | 
) You see we have checked, I do not know if it will 


help you any, these are ir. hiorrison's figures we 
have, only taking two decimals as egainst your five or 
six but I do not want to lave any serious difference, 


I suggest it was 9.81 and 5.35, now will you accept 
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those? 


All right. 


Thank you, so the total cost of 106.6... ep het right? 


I mean it is 9.81 and 5.35 addea together? 

Yes. : 

And during that period the rate in cents per barrel 
was cog in 1935? 

20g» 

In 1926 the oil gatherirm cost was 9.41¢? 

YeSe 

And the trunklines gathering 3.76¢? 

That is correct. 

Or a total of 15.17¢ per barrel? 

\8 indicated on the statements. 

BY shes tLe 

Yes. 

And at that time checking that as against tlhe rate, 
the rate was 25¢ per barrel to the “4th of October 


of that year and 2235¢ from the 4th of October to 


the end of the year? 
Te the 3rd of October, 1936 the pipeline rate 25% 


and commencing on the 4th of October 1936-—— 
224¢ from there to the end of the year? 

Tmt is correct. 

1937, the oil gathering costs 5.4697 

As indicated by this statement, yes. 

And the trunklines cost 1.70¢? 


Yes. 
If we have picked up a decimal too quickly there, 


and you would like to correct it, that is all right 
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1.70, that is right. 

Or a total of 5.16¢g for the year 1937? 

That is shown on these statements. 

And as against that we have a rate of 22% to the 
lst of September of that year 1937, right? 

That is right. 

“nd 17¢ from the lst of September to the end of 
RIOT 


The t is correct. 


THE CHAIRMAN: 2es¢ for what period? 

WRe FRAVLSY: I L260 it 18s 

THE CHAIRMAN: Yes. 

MR. FRAWVWLiY: To the lst of September and 17¢ 


to the end of the year. from the lst of September 
to the end of the year. 

THs CHATRLAN: Yes. 

MR. FRAWLEY: In the year 1938 I will ask you 
to take two periods, a period to the end of, to the 
30th of September, 1938, iir. Burns? 

Yes. 

The oil gathering cost 2.65¢? 

No, 0265. 

That is 2.65¢? 

Trt is right. 

And the trunkline expenses 2.40¢? 

Yes. 

Or a total cost of 5.06¢, that. is just the addition of 
those two? 
it 28 5.00. 


Right? 
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That weuld appear to be true from these Statements. 
TH CHATHAAN: Now those dates are what? 

WRe FRAWLEY: That is for the year 1938 to 
the end of September, in other words fnr the firat 
nine months of 1928. 

MRe FRAJLEY: Now to check that against the 
rate, Mire Burns, the rate was 17¢ to the 4th of 
nenoeny 

Trt is correct. 

And 15g from the 4th of January to the end of the 
year? 


Phat is correct. 


MAJOR LIPSETT: To the end of this period, is it 
nek ? 
Re FRAWLEY: Yes, to the end of the period, 


that is right. 


THe CHATRWAN: You have to the 4th cof January. 
Like FRAWLEY: To the 4th of January it was 17¢. 
THE CHATRAN: Are you just taking in thee four 
days? 

MRe FRAWLY; Yes, iL’ ¢g. to the 4th of January, 


1938 and 15¢ to the end of the year, 19388. 

MWR. FRAWLEY: Now I want one more figure, Mire 
Burns, take the period to the end of Nowember, 1988, 
adding two months, the oil gathering cost was--- 
THE CiiéA IRMA N: Just a moment. 

MR. FRAVLEY: You see, Mure Chaizmman, in the 
C8 1938 he has a statemen; for each month and the 
whole year cumulative to the end of each month , and 
we are just taking to the end of September and now 


the last one to the end of November. 
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MR. FRAWLEY: fhe oil gathering charge cost 
281g? 


That is correct. 

And the trunkline cost 2.53¢, that is correct 1s it? 
That is what is show: on these statements. 

And a total cost for the year 1938 for the first 17 
months of 1928, 5.34¢, that is correct? 

That can be taken from these statenents. 

MAJOR LIPSutt: Just a minute, lir. Frawley, the 
5.64 for those two months. 

TH CHA Iki AN: No, 5e05 s 

mRe FRAWLEY: fhe 5.05¢ is the cost for the 
first nine months and then you add two more months 


to that and you get 5.34. 


MR. HARVIL: That is for the eleven months' 
period. 
MR. FRAWLEY: Yes, you add two more months and 


yeu make it eleven months out of it instead of nine 
and you have the eleven months' period against the 
nine months' period and you get 5.64, that is the 
point. 

WAJOR LIPSHPT: Then the 5.34 is not the October 
and November figure. 

UR. FRAWLEY: Oh no, it is cumulative. Je take 
the first figure of 5.05 from the September street, 
which shows up to September and then we ge to the 
last one we have, the end of November sheet and that 
shows cumulative to the end of November, 1938. iWe 


only did it to show, we are only putting in the 


November period, sire Chairman, because we have that 


in so many of our other records you see. 
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THE CHAT fia W: «ell for the whole eleven months 


the cost of gathering in trunkline operations wes 


5°34 © 

MR. FRAWLLY: 5.d4¢ © 

TH CHA IRAN: Per barrel. 

MR. FRAWLEY: That is correst , sir. The other 


figure you might have put brackets around mag eget rast ae 

an intermediate figure, the 5.05¢. 

THs Chia Tiais N: Apparently it inereased so much 

in the last two months, which brings it uv to 5.34. 

Min. FRAWLEY: Because it is suggested, Mr. Chair- 
man, and Mr. Burne would know, it was because the 
throughput went down a little bit in the last two 
months? 

A £ think so, that could account for it. 

Q Yes, that could account for it, wr. Burns said. I 
suggest you may find that 5.05¢ valuable at some 
point where you are comparing it with some other state~ 
ment which we have. 

MR. NOLAN: Let me be quite clear, is Com- 
mission Counsel with the assistance of the auditor to 
the Commission, putting these figures forward to the 
Commission as being the expenses incurred in both the 
trunk and gatherim lines of this pipeline System be- 
cause if they are IL propose to go into each of these 
items and to show the incompleteness of those and it 
must be known now to Mr- Morrison that they are in- 
complete and I do not think that it should be put 


forward as figures upon which this Commission cam rely. 


LR. FRAWLEY: Well now, if i:r- Nolan will just give 


u8 an opportunity, we have never at any time been under 
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any impression except that their figures were not 


complete. 

Mike NOLAN: Trat is right. 

liRe FRAWLEY: There was never any quest ton about 
it at all. 

MR. NOLAN : why are you putting them in? 

MR. FRAWLEY: Because they were good enough to 


Send to ir. G. Harrison-Smith and I do not see why 
the Gommission should not ve them brought to its 
attention. 

MR. NOLAN: So long as it is distinetly under- 
stood they are incomplete I have nothing more to say. 
MRe FRAWLEY: Your witness said so in answer to 
every Single question I asked him and said it several 
times this morning but I will ask him about that now, 
we know how much they are not complete but I will ask 
him right now to what extent are the figures sent 
monthly to iir- Smith incomplete, just list, just ex- 
plain fully in what respect they are incomplete. 

Well with regard to the statements of the oil gather- 
ing trunks delivery system for the year 1938, I would 
say that they contain an inadequate portion of 


Royalite genexval administrative expenses- 


Yes? 
They contain no portion of the income tax, no pore 


tion of the corporation tax, no business tax, no 


taxes on Jand occupied--~ 


THE CHATRIMA N: Don't go so quickly, you say an 


inadequate portion of administrative expenses? 
That ig correct. 
Yes? 


No income taxcs- 
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Q Tiev 26 next 18 it? 
A Yes. 
Q Yes. 
A No corporation tax nor portion of the corporation 


taxes applicable to the pipeline Gavision. that is 
what I meant to say: no portion of the business 
taxes; no taxes on land occupied by the pipeline 
division; no proportion of depreciation on service 
units and utilitios; no charge for the acquisition 
of rights-of+ways of pipelines; no proportion of 
legal fees; no proportion of director's fees; no 
proportion of auditor's fees: no proportion of 
abandoned equipment losses or service units and 
utilities; no items of gain or loss on sele of 
Eipeline assets; no proportion of gain or loss on 
Sale of service units and utilities, capital 
assets; no proportion of Royalite general costs 
covering vacation expenses, employees'welfare, sick 
benefits and employees group assurance, premium; 

no proportion of Royalite's general Workmen's 
Compensation Board contribution; no depreciation 
On pipeline automotive equipment ar sundry plant; 
that is the list which IT have described as being 
certain of the items. if have not gone into it 
fully but I do know that those items are items which 
have been omitted from the pipeline coats with res- 


pect to the year 1938 as shown in thi s.Bxhi bite bean 


Q MiKo FRAWLSAY: Would that also be true for the 
prior years to? 


A . No. I have said in thig memorandum and perhaps L 
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should read it. 
v For priox years the distribution of 
indirect expense was very inadequately made 

by the application of operators! labcr only 

to the total labor of all other departments, 

both on account of capital and operations 

but among other things did not inelude 

Dominion Income Tax, Captail Gains ana Losses, 

Abandoned iquipment Losses on Service Units, 

No proportion of Taxes or Depreciation on any 

of the Utilities or Service Units. No cost of 

the Acquisition of Rights-of-‘Way for pipes 
lines, ete., all of which would make the state= 
ments of no value to the Commigesion." 

Q MAJOR LIPSETT: Does it include, kr. Burns, the 
profit that was obtained on this pipeline loss ac- 
count? 

A I will have tc gee, no it does not, not for the year 
1938 . 

Q That profit as appears by Exhibit c-8 of Messrs. 
Price Waterhouse's eccount or Exhibit "100" was 
1.83 of that? 

A Yes, that would be amother item wh‘ ch would tend to 
make those statienents move incomplete. 

Q Yes, but it would reduce your figure of course, that 


5.4, to begin with would have to be reduced by 1.83 


on that basis, would it not, if that is the correct 
figure? 


Well I have no information with respect to the figure 


7%. 
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BeBurns 


3 


ie 
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ATS 
of the profit in the year you see. If you say it is 
1.83 then I will assume with you that that is what it 
is. 
tf am not saying it, I am putting it to you what 
Messrs- Price Waterhouse have put in before us for 
that nine months? 
Mike NOLAH : Is that not, ure Commissioner, a 
different thing from the itemized column of expenses 


such as we have been dealing with now? 


MAJOR LIPSiTt: I was trying---~- 
MR. NOLAN: That is revenue. 
iAJOR LIPSETT: Messrs- Price V/aterhouse's figure 


On o-8, Mr. Burns, and perhaps I should put it to 
you, leaving out those items which you have left out, 
they show a cost of 4.64 against your figure of 
5634? 

Well I know--= 

Have yeu not seen it before? 

Wo I have: not, but I believe there is: a. Price. Water- 
house Company man here, I have not gone into this. 
lik. NOLAN : That e-8 of 100 to which we are 
now looking? 

Yes. 

And the Commissioner 2 quest ion--- 

MAJOR LIPSETT: You see in the last column the 
figure of 4.64? 


Yese 


Now that is to include all operating direct and in- 


direct costs? 


Oh, but this has deen made on an entirely different 
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basis, this statement, I do not know much about it. 
MR. NOLAN : I have lire. Maw here this after- 
noon, sir, if you would like to put that question 
to him. 

MAJOR LIPSuTTt: I am trying to really get an 
explanation of ir. Burns' figure at the moment. 
Mike NOLAN: what figure, sir? 

MAJOR LIPSETT: The figures which are in the 


Harrison-Smith statements. 
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I would say these two statements are not comp2rable in 
any Way and should not be used, one in GON J Uneti on win 
the other. They ire hopelessly different. 

WR. COMMISSION:R LIVSSTY: Which of them do you think 
we should rely on and which we should wt xely on? 

t have said many times that you should not rely on these 
that I have prepared. No, I have not gone surfieiently 
into Price, ‘aterhouse Company's statements to express 
an Opinion, they are prepared entirely independently 
from our work, They worked in our office and got the 
information, but I had nothing whatever to do with that 
preparation. 

Nhat I am putting to you, Mr. Burns, and trying to get 
your explanation of is if we accept your suggestion of 
disregarding the Harrison Smith figures, as not accurate, 
wee wy oOuner figures 1 see we have are Messrs. rFrice, 
waterhouse's, and Il am pointing out to you that they 
annear to show a less cost than the figures you ask us 
to disregard? 

pe a understand you, Sir, you are asiang me to make a 
comparison between these two. I cannot offhand make 

a comparison because I do not know sufficiently about 
the Price, waterhouse Company's statement. 

You g6e@ the point I am putting to you, Mr. Burns; - 

ef ee putting it to you in any other way except to 
get information from you if I can - this figure that 
you say now should not pe accepted is a figure of 5.354 
for the total cost, omitting those items you have given. 


Here is the thought I want to put to you. The corres- 


iM er v rhouse's statement 
ponding figure on ifessrs. ‘rice, Wate , 


which does include a number of those items you say 2reé 


omitted, shows a still lesser figure of 4.64. 
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MR. NOLaN: No, because you have not put 
in the 1.88, which is the amortization figure, which 
has to be added to the 4.64 and makes a total of 6.52. 
LAR. COMMISSIONER LITSETT: The amortization is not in 
either figure, i take it, is that not correct? The 
amortization is not in the Harrison Smith figures? 
There is depreciation, represented by direct depreciation 
of the pipeline assets alone as it has been booked by 
the eompany. But Price,Waterhouse & Company would not 
use depreciation on this basis. 

Now, 4 understand, if I am right, iy. Burns, I do not 
want to rush you or anything, but I want to get the exact 
position. I understand that the. 5.34 figure used is 
incorrect because it leaves out these various indirect 
charges? 

Peabwuecorrect., Sir. 

And also depreciation and amortization and taxes? 

TH: CHAIRM:: And pipeline automotive equip- 
ment and sundry plants. 

It leaves out depreciation on all utilities serving pers 

MR. COMMISSIONER LIPSITT: Yes. 

THE CHAIRMAN: You do depreciate the line? 
It includes depreciation of the plant of the nineline 
division. 

IR. COMKISSIONER LIPSETT: When you come to rrice, 
‘iaterhouse's figures, taking in all operating costs and 
before amortization, their figure shows 4.64 cost per 
barrel up to that stage? 

Yes, but both Price, Waterhouse & Company and slessrs. 
Harvey & Morrison have worked on an entirely different 


basis fra this. As l understand it, they have not at any 


time been interested in the result of their splits of 
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overhead. They have used a different life for the 
extinguishment of the assets. 

That does not apply up to this point, surely, up to this 
point we are at now. It is the costs, direct and indirect? 
is it not, leaving out amortization? 

Well, let us see Price, Waterhouse & Company's figures. 
They take here administration charges distributed on the 
basis of the ratio of direct operating labour of the 
bipeline department to the total operating labour 13.5849% 
of $102,000.00. we have not used that basis in these. 

I am assuming that. That is probablv the reason why your 
Harrison Smith account figure is half a cent per barrel 

or a little more than that more than Frice, Waterhouse's. 
If we disregard the Harrison Smith statement what state- 
ment do you say we should rely on? 

Well, Sir, I have’said previously that no one can ever 
make a true statement on this and I say that with all due 
respect and deference to the accountants who have assisted 
this Commission - that any statement which we prepare 

can only be an arbitrary figure, an estimate, or based on 
a formula to determine what, in their opinion, may 

be correct. At the moment I cannot tell you which 
accounting statement you should take. 1 do not know. 

TH& CHalRMAN: You would recommend the Frrice, 
Waterhouse's, wouldn't you, as a preference? 

As a preference I woujd, sir, yes. 


However, I am not being serious about that. But 1 de 


want to ask you, supposing it was jmnortant that this 


perplexity should not be jernetuated what should you do 


about it from now on. anything, or would it be always 
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the same position that we do mt know what. the indirect 
costs are; we do not know this ana that; we have to have 
arbitrary allocations? 

They can only be arbitrary at any time, The office which 
I occupy serves many companies and everything that is 

in that office serves that same group of companies, and 
departments within the campanies. Now, how much of that 
office rent is applicable to the pipeline division of the 
Royalite Oil Company as against the crude oil operations 
of the Nalhousie Oil Company I can only guess. I can only 
estimate. No one could tell. 

Do I understand then if the pipeline department was made 
subject to Governmentel regulation and if the rest of 
your coOmnany were not, that you have no means as a matter 
ot aecountancy of senarating your costs? 

Dome One would have to fix them. 

YOu say in the first instance costs must be, or some pro- 
portionate part of the total costs must be aliocated to 
the piveline department? 

That is correct. Some one, some impartial person or, 
perhaps, some person of the company who had kn wledge 

of this matter would have to make some split, but that 
split would have to be his opinion. 

So that you have no views as to what would be the simplest 
way of kecping this department clean-cut from the rest, 

I mean as to the practical method of approaching it. 
Would it be in say a division of the assets according to 
what might be said to be the approximate investment made 
or the proprietary oWnership by one or other departments 


and - rental charged by the others. I am trying to find 


out if you can think of any practical means. I mean ay 
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the mere matter of uncertainty in accountancy will. no 
doubt not deter any regulatory body from regulating, and 
tam just finding out, with your CXPErLeEnoen wit: you 
cannot suggest how such 2 thing might be accomnlished ? 


Pee oice you. put it that way. There are going rates 


whoV electric power, which sup lies the pipeline division. 


One department of the Royalite could charge the pipeline 
division those going rates. Royalite buys plenty of power 
from the Calgary Power Company. We know what the rates 
are. And there are going rates in Turner Valley for 

235 Go. be supplied to drilling boilers and, as a matter 

of fact, it is without a very great deal of difficulty 
that these going rates for these services could be 
established and with regard to the example that I gave 
you a little while ago of my office, there is mthing 

to prevent the Royalite Oil Coupany from fixing, in its 
own Opinion, and it could be submitted to the Board of 
Directors if necessary, to say how much they will add to 
the accounting of the pipeline division for that. 

There is no real practical obstacle outside of the 
inconvenience and so on? 

That is true, sir. Bat inc the «eas bee «sc 

There has been no oceasion for it? 

There has been no occasion for it and it has not been done. 
I just want to know if you with your world of experience 
would say there is anything impossible about it? 


behind you 


No. there is nmthing impossible. It could be done very 
tg 


easily. 
So it would not be necessary to take a measure of control. 


of the whole coupany in order to regulate one department? 


| - in some 
That is true, sir. It might, however, result 


instances in hardship upon the company. Theat is to say 
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with regard to the Splitting of the income tax, if that 
idea which I have just given to you was to be carried out 
to its full conclusion, we would have the pipeline division 
reporting its profits to the several tax branches separately 
from the other? 
Yes? 
A That the company as a whole may be put in the position 
of paying more taxes if that was to be done. There may 


be other things which given time I can think about. 


POPC OUD Uae co. 

q OUR OS sc acess 

a There Will be problems to overcome. 

Q Just in the same instance you pay more tax of that chzracter 
because Royalite and Imperial are sepzrate companies. 

I mean on the same reasoning? 

4 On the same reasoning, yes, that is true. 

Would it seem to you more workable if the pipeline depart- 
ment were a separate, legal entity? 

A More workable. No. It would seem to me that the cost 
would be enhanced. Il think really the pipeline dppartment 
benefits very greatly from the fact that it only should 
ae a proportion, what proportion it is I am not preparea 
Losay. but the fact that it only takes a proportion of 
the Royalite's overhead and administrative cost it 
benefits greatly as it is. 

q hit would there be in a prectical way to prevent some 


working arrangement if they were two entities, each 
getting the benefit of that which they had in common. 
Nothing impractical about that, is. there? 


A Nothing tangibly impractical that I can think of at 


moment. 
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dust judging from this Commission it may be the thought 
behind it that the regulation of this pipeline - there 

may Or may not be, I have not any more knowledge than 

you have of any greater regulation but I am trying to 
ascertain with some clarity if I ean for my own thinking, 
if there is an absolute need to regulate the whole of 

the activities of the Royalite Company in order to regulate 
the pipeline department. It secmed to me that was not so. 
Hence these questions to you, Mr. Burns. 

Yes, I can think of nothing very tangibly difficult about... 
About the severance? 

About the severance, no. Not at this moment I cannot. 
MR. COMMIS: IOWLR LIPSsTT: On that income tax question, 
My. Burns, would it make any difference in the income tax, 
taking a purely fictitious figure, say the profits of the 
whole Rovyalite Comeany were 3500.00 and you said that the 
pipeline profits were $100.00 and the rest of the company 
$200.00. If they were separated in thet way would thot 
make any difference in the income tax. I did not quite 
Follow vou there? 

It could make a difference, yes. 

TH: CHAIRM.N: it would work against you, baie 
bigger your income the higher schedule you get into? 

No, not with regard to corporations, Sir. 


Oh, yes, corporations. 


MR. COMMISSIONER LIFSETT: I do not quite follow where there 
woulda be any difference. Suppose the profits of the 
Royalite were taken at $200.00. Would it make any 
difference if yo: segregated those intc $100.00 for the 
pipeline and $200.00 for the rest of the company? 
Yes, it would. 
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A 
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Well, the Royalite at the present time pays income tax 

on a slightly different basis from other companies. 

I cannot quote exactly from the Income Tax Act but I do 
know that it pays, that the depletion calculation with 
regard to Rovelite is made on 25% of the net onerating 
income of the company as a whole, Less income from invest- 
ments and from rents and royalties. 

Pua rs )On aceount of the wells, That takes the life or 
the wells at four years, is that what you mean? 

No, it is 25% of the net operating income of the company. 
I see, 

The whole company. 

Yes? 

with the exception that we are not allowed depletion on 
the income from investments, bond investments, nor from 
rent of tand nor from royalties. But.the other companies 
take 25% of the gross operating revenue. The Dalhousie 
Oil Company, for example, takes 25% of its gross operating 
revenue, a much larger figure for depletion. 

That is, it takes it up to a certain point and until the 
development costs h2ve heen repaid and then it is only 
entitled to take 25% of the net. Royalite is only 
entitled to take 25% of the net from the beginning, you 
ee say, but with the excestions it 1s 25% of the 
income of the company including its pipeline revenue. 
Would that not rather indicate there would be no 
alteration by keeping your pipeline revenue and the rest 
separate, if Royalite is entitled to take 25% of the net 
for both. Would it make any difference in the income tax 
if you kept the pipeline separate from the rest? 

I think you can see we do get, perhaps, 4 larger allowance 


for depletion. At least the pipeline revemues would not 
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Burns. 


have been subject to depletion. #e@, perhaps, would then 
go back to the Income Tax Department and we would ask 

to have a new method determined, ve did not determine 
this rate. There was nothing we fixed up. It was the 
Income Tax Department made the ruling themselves. 

MR. HARVIE: Une place the Imperial does 
MOG control. 

Mig) fa as Ys How, Min. Burns, Tooking ey (the 
StstenenG ixhibit “Les. That statement shows that 
indirect costs of oneration of the electric plant, boiler 
Planh. cuc. were distributed on sore basis? 

Oil gathering lines expense, is it? 

No, boiler plant and electric plant expense. Let us go 


back to 1954. Yes, on the second page of the 1934 


) 
statement? 

Yes. 

aS Il say, that shows that that indirect cost was 
distributed on some basis. On what basis, Mr. Burns? 


An @rbitrary basis. 


What foundation, what basis, be it however arbitrary? 


The boiler plant. There are very few meters for steam 


ana I doubt if there was any at that time. We would 
just get the opinion from someone who might have knowledge 
of the matter. 4nd I may say, too, in that connection, 


that that would not intlude any depreciation of t he 


boiler pnlicnt nor iny tax on it. 


Wow. I am coming to thar. I just asked you on whet basis 
>) CA 1 a © 


these indirect costs that were distributed were allocated? 


IT cannot say tmt. we gancrally change the allocations 


each quarter. We strike what we cousider from the 


advice that we can get..-..-- 
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Yes? 


what percentage to be chirged in thot succeeding three 
months. 

The suggestion I have for You;, Of counse, Me why could 
not you have distributed the depreciation of these assets 
on the same basis? | 

it was never necessary for us to do it. We did not try 
to earn anything by them. 

You might have done it, but you just did not do it. It 
did not seem useful at the moment to do it? 

dag iS correct. 

You do show the percentages. These statements show the 
percentage oF general overhead distributed to the pineline 
division? 

thoes correct. 

OM On what basis was thst »ercentage arrived at? 

That Was arrived at, as I have said before, it was very 
inadequately made by the apolice:tion of operators' labour 
only to the total labour of all other departments both 

on account of capital and operation. 

Now, you have an item in your statement "Abandoned 
mBquipment Losses." Statement 2xhibit Pies" ee¢ain7% 

¥es. 

Take 1934 or any one year. I do not suppose it matters. 
It has been stated as a charge against operations, has 

it not? 

Yes, it has in these statements. 

I presume if we had a statement for 1932 - have you got a 
similar statement for 1952? 

1 cannot say. 


If one were mide un for 1932 it would show thst 6-inch 
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Loop was treated in the same way. To be consistent, 

it would be treated that way, would it not? 

f presume it would, yes, for the purposes of this 
statenent. 

Dea, econ Por the purposes of that statement, surely. 
Now, is there some depreciation shown for direct assets 
on these statements ixhibit "18s"? 

res. 

Yake the one for the period ending 30th September, 1938. 
Does the depreciation on direct assets shown on that 
statement Exhibit "188" differ from the depreciation on 
the direct assets shown in the books for 1938, because 
Biew bares Us, vO Exhibit "157", Mr. Burns’. 

Well, it should not, to be consistent. 

Conyourcve ll by Looking at mxhibit "157", which, as you 
knoW, was made up by Mr. Morrison from the books of the 
company? 

Yes, well, we have already given Mr. Morrison a reooncilia- 
tion of that statement. we gave it to him on Saturday. 
A reconciliation of..... 


Yes. 


(rage 4586 follows.) 
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I suggest to you this was not made for air. Morrison? 
Lt was, it was given to him on Saturday, it was sent 
to him along with this book, it was right in the 
book. 

It was made for the Commission, was it not? 

Well he is the Commission accountant. 

No, no, but in any event whatever he is, it is 

made for the Commission and you are now offering it 
to the Commission? 

That is it. 

I was really leading to this statement, what are you 
offering now so that we can have it marked, lir. 
Burns? 


This is a reconciliation between the statement, 


_between the statement for September d0th, forming 
“a part of Exhibit "188" as between the statement 


" gubmitted by Mr. Morrison and known as Brhibit "1O7"~. 


MRe FRAWLEY; Yes, that will be marked, sir. 


THE CHé IRAN; Exhbibin “res. 


(STATEMENT PRODUCED HR 
MARKED AS. KXHIBIP "189"). 


MR. FRAWLEY: Now, ire Burns, that is a recon- 
ciliation between the books and the exhibits, Mr. 
Morrison's exhibit "157"? 


Phat is correct. 


In other words let me lead up to it--- 


THE CHAIRMAN: Between the books and Exhibit 


e757", which is what? 


MR. FRAWLEY: Which is i.r. liorrison's state- 


ment 157, which is a statement from the Company's 
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books showing the cost of operation for the nine 
months ending 30th September, 1938, oh, it is my 
fault, it isa reconciliation between the stateuent 
157; namely the books of the company and the state- 
ment 188, the SC eure eee stetement, that is 
really what it is, is it not? 

Yes, and with regard to the books of the company it 
is this memorandum book which I have referred to, 

it is written on ledger paper but really not in- 
tended to represent the books of the company. 

Now it is suggested to me, so we will know just what 
it is, it is a balanced ledger. 

MR. NOLAN: And again I ask Commission Counsel 
‘te he relying on these allocation figures or is he 
not because I would like to know. 

MR. FRAWLEY: I want to put this before this 
Gommission, everything which would appear to oe of 
some assistance to them. 

bine NOLAN: we were told in the early stages 
that those were being disregarded by both the firms 
of accountants. 

MRe FRAWLEY: Mr. liorrison's Statement speaks 
for itself. It speaks for itself and we would not 
have had this @iscussion at all if persons other than 
yourself and myself had not got the evidence out the 


other day that there were such statements in existence. 


wRe FRAJLEY: what you are now submitting, ir. 


Burns, is a reconciliation of the Harrison-Smith state- 


ments and the dooks of the company for 1938, these 


books being the ledger you speak of. 
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The memorandum book ? 
She memorandum book but I oy it to. you again 
so that we will be clear, itis properly described 
ap a balan 6d ledger, is it not? 
THE CHATRMA N: Is this Exhibit "188".we are 


talking about, Exhibit "188" 4s against "157" 


MRe FRAWLEY: Exhibit "188" as against "157". 
THE CHAIRMAN: Is the balanced ledger. 
MR. FRAWLEY: Is the record of the company 


from which Exhibit "157" was taken, is a ledger, 
it is what Mr. Burns called a memorandum ledger. 
TH CHAIRMAN: A memorandum book. 
MR. FRAWLEY: A memorandum took and which I 
suggest; just tt know pra Piven that an Genera 
ant would call it a balanged eae 

A Well it is not the general ledger of the Royalite Oil 
Company. 

Q MR. FRAWLEY: All vight, for my part I do rot 
want to spend any more time on it than that. Now 
Mr. Burns, will you reconcile then, will you first 
answer this question though I shall lead up to it, 
the Harrison-Smith statements do show depreciation, oa 
direct assets? 


A They do. 


@ That depreciation differs from the depreciation on the 
direct assets shown in the books of the company for 
1938 which you have just described? 


A Yese« 


Q The memorandum ledger? 


Yes. 
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And from which Mr. Morrison extracted the statement 
Exhibit "157"9 

That is correct. 

Now will you explain and that I presume is what 
your reconciliation statement Exhibit "189" ig for? 
Yes. 

Will you explain that difference? 

Yes, the difference of depreciation amounts to 
$4,186.93. 

Now first of all the Commissioners have not got it, 
and there is8 only one copy apparently, that is 

what the witness is now using, the difference in the 
amount of depreciation as you said before amounts to 
$4,186.93. 

The difference is made up by depreciation not taken 
out by us on the automobiles, office furniture and 
sundry plant of the pipeline division in the amount 
of $4,050.50 which was taken up by ir. Morrision. 
And vy this memorandum book of yours? 

It was taken up, yes, by the memorandum book, that 
is correct. 

Yes? 

Depreciation on the field pumps for the month of May 
was not taken up cn our statement in error; in other 
words we made an error in the statements. 

Correct, that is the reconciliation? 

Thet is the reconciliation with respect to deprec- 
iation. 

Now is there anything else to be reconciled between 


those two statements or is that all you were asked to 
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reconcile? 

A Well there is a complete reconciliation here bring- 
ing it up to the difference between Mr. ijorrison'g 
Statement of $1995.85 and our own. 

Gy Yes, well now just relate that, iir. Burns, to the 


cents per barrel, what this reconciliation should 
do is show the differerce explain the difference be- 
tween 5.0€ cents per barrel which is the 
Harrison~Smith figure and 4.9817¢, which is iir. 
Morrison's figure taken from your memorandum book, 
ana shown on Exhibit "157". is that right, or ‘is 
that the effect of it? 

A Yes, Il have 5.05 against 4.98, is that right? 

Q That is right, and that would explain it. 

A But always subject to the facts that these state- 
ments and the memorandum book does not include or 
does not contain all of the proper expenses to the 
pipeline division. 

Q Yes, that is right. 

Q MAJOR LIPSETT: You have not made any calcul- 


ation, lire Burns, as to what those excluded items would 
amount to in cents per barrel, have you? 


No. 


How much it would increase this cost figure? 


I have not made any calculation, sir. 


eo 6 © & 


wR. FRAJLIY: Now, iir- Burns, will you now, IL 


want to direct your attention to a question and 
answer on page 4032 of the Record, the evidence of 


tie Jin of February. 


THLE CHA IRMAN ; Is this the breakdown. 


a 


nd 


* 


U 


an 


= 459] «= 
MR. FRAWLEY: It is the breakdown. 
iLRe FRAWLEY: At that time you said that 


you would analyse the items, you agreed with my 
suggestion that you analyse, I took it anyway you 
agreed with my suggestion, although the record does 
not show it? 

reat ce: 

That you would arelyse the itens making up the 
$17,820.17, let us describe that at the moment, bee 
Gause it will look very lonesome in this record. 
THY CHATRiAN: what page. 

WMRe FRAWLBY: Page 4052, the item that you 
would analyse the items making up the $17,820.17 
appearing on axhibit "157" as administrative and 
general expenses, to find out which ere percentage 
figures in those itemS and then finding out what 
the percentage applied was and using {that met hod 
and you have, you now offer this itxhibit to explain 
that do you? 

Lede. ves. 

And what do you call it, Mr.Burns’ 


well an analysis of pipeline division, administrat- 


ive and general expenses. I might add as shown by 


the memorandum ledger: 
Exhibit "157", as shown on iixhibit ELON am 
Yes. 
(STAT HsaNT PRODUCKD BY ITN SSS 
HERE MARKED AS EXHIBIT 190") 
Now will you run over that Exhibit, please, Nr. 


Burns, and show us what those proportions are and 


how they are made up? 
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Well I have shown there what they are. I cannot say 
at this moment how they are wade up, that is what 
percentages have been uged, I did not un&erstand that 
to be part of what I was to do. You merely asked, 


as I understood you at any “abe, Lam sorry if] 


have been wrong in this. 


Yes, I had in mind as appeared from the question, hir. 
Burns, that you should find out. which of the items 
making up ane 1? thousand,were percentage figures 

and then go further and find out what the percentage 
applied was, and using what method? 

NOL ess: 

You did not do that? 

I can say it was purely an arbitrary method, iir. 
yrawley. 

Mr « Burnsy you night recall if I suggested to you, 
that the distribution, that the percentages were 
these, 22.4% of administrative expenses and 9% of 
general office expenses, 9.5% T mean of general of- 
fice expenses? 

Those sound reasonable, yes; 

They sound familiar do they not, they are the 1988 
figures, are they not, as appearing in what you call 


the memorandum book? 


Yese 

Now those being the perceniages, 22.4% for adminis- 
tration experes and 9.6% for general of “ice ex 
penses, who selected those figures and now were they 
selected?. 

ell it was done under my own supervision, I did not 


personally do it but T must be zresponsidle for it- 
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Q Cannot you tell as anything more about them at ai 
what besis was used, was it a revenue or a labour 
ratio basis or what? 

A Nee, i can tell you that I inquired about it , the 
man in the office who actually made them took what 

he eonsidered Mr. Coultis' salary to be. 
Well he would know that would he not? 


No, he does not know it. 


Q He just assumed a certain figure for ir. Coultis? 
salary? 
A Yes, he assumed $600 a month but that may or may not 


be correct. 
Q, Well then whet did he do after that? 
THE CHA IRiiA N: I suppose somebody knows it. at 


least Mr. Coultis knows what his salary is, doesn't he? 


A Yes, he Knows. 
MR. FRAWLEY: Well anyway--- 

Q THE CHA IRMA N: You do not arbitrarily pay him? 
No. 

Q MR. FRAWLEY: If you did he might just arbi- 


trarily bring that oil in for you sme day, Mr. 
Burns? 

A dell that is what was done and that is a fact, he 
assumed that much money and he was without any actual 
knowledge of the amount of what 1t was, but even then 
he found out that he made an error, not in his salary 
but what he intended to do was, he assumea the salary 
of wir. Coultis and his stenograoher, he knew whet 
that was and I have explained it on here. 


Q I haa better not ask you why? 


~ 


2 


i Ww f 
x > 
‘ese ay & 
} = 
ey 
. 
a 


2 
St 
~ 2 
+ 
Saw 
si 
ae eo 
shea 
: 
ra 2 
, 
bbe x 
Xie 


4 


“ 
ie 
wey SoH 
os 
va 


Tr, 


4 


3 
oy 
a = 
vs 
” 
Let 
a 
ab 


$ . 
& ‘ 
fs y =e ; 
‘ ; s " . . 
<! s on | * 
: bs . , 
i nye " : 
' * ' 
‘ ey 
; e- 
* i tod ; 
i ee - 
‘ [ mad . 
% ; 
Sf pony 
es iz 
% 
“4 . 
, . 
, e 
‘ 
u : 
De i 
‘ ‘ 


if 


T.E.Burns 


~ 4594 « 


A An error was made in this, the Salary of the 
stenographer was included in this figure and is 
also shown as a direct charge ag Salary of em- 
ployeesin the amount of $1062.50 which appears 
there. 

Q Is that one of the reasons. by the way Mr. Burns, 
that some of these things having been discussed 
with the accountants, both the Harvie Morrison and 
the Price ‘jaterhouse accountants at the beg inning 
of this, is that one of the reasons that lea to 
the abandonment of the allocation shown in the 
books? 

A Yes, I may say that the other day, after wholly 
realising the inadequacy of these splits I have 
ordered that all these proportions be reversed 
and we are in affect leaving no attempt on the 
books of the company to split the indirect ex- 
penses applicable to the pipeline divisionx,, so 
tnat the memorandum ledger will not contain ane 
proportion of administrative or general costs now. 

) So you cannot tell us anything how the proportions, 
how about the percentages, that same percentage 
figure was used, or are you just taking that then, 
Mr. Burns, taking these figures as I have Suggested 
to you as being correct, it means that these items, 
the next item of operation of Calgary's office 


3808.54, that was divided on the basis of 22.4%, 
* ’ 

using Exhibit "190"? 
A On that. 


Yes. 


A Oh yes, that is correct. 
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Q That is correct? 

As nearly as we can recall that is the percentage 
which was used. | 

@, And that is all you can gay about the manner 
in which these percentages were arrived at? 

A That is all I can say. 

Q There is only one thing more I might call to your 
attention, and I do not know whether, I think I 
Should dispose nf it, on page 4042 of the record 
Mr. Commissioner Lipsett was asking you about some- 
thing which you might do to Exhibit NTS7", eine 
"157" as your basis, what have you to say about 
that, were you able to do that? 

A No, I was unable to do that and it would take some, 
I would say at least two to three wekks to make the 
comparison if, I am quite willing to do it however 
if I have the time. 

@ That is all sir. Burns. 

Now I have brought something with respect to cor- 
poration taxes, I dco not know whether you are in- 
terested in it now, it shows a statement of what we 
paid I believe and 1 was asked that the other day- 

Q Oh I see, the corporation tax going back to 19¢4, 
what you paid under the corporation tax Act for the 
years 1924 to 1938 inclusive? 

A That is correct. 

And this shows in 1937 you began to pay under the 


Q 
new section, 17A, that was drafted for your company? 
A That is correct, yes, well we paid $20,000 adjustments 


for prior. years: 
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Yes? 
And then the corporation tax for the year 1938 is 
shown as 30,000, I think that is the question, the 
particulars of it I was asked if I recall it. 
Q We will file this, sir, this is a statement showing 
the corporzt ion tax Which the company paid, I do 
not recall it being asked for xwzna&@I do not know if 
to. 2a important. 
THE CHATREAN: Well someone must have had 
some purpose in asking for it, it may come back to 
you, it will be Exhibit 191. 
(STATEMENT OF CORPORATION TAX 
OF ROYALIT# OIL COwPANY HERE 
MARKED AS EXHIBIT "191"). 
WITNESS: Didn't you say Mr. Nolan it was 
$35,000 for the year and you could find it or something. 
MRe NOLAN: It arose out of a discussion about 
the amount which was contained in the Price Waterhouse 
statement of $35,000 und then my friend corrected me 
and said it was $23,000 and then we looked again and 
found that that $23,000 was for the nine months period 
and then nobody knew why it should be ~35,000 for one 
year and 26,000 for arother: 
THE CHa Iki. A: And there was some discussion 
about your company being selected for special legis- 
lation. 
MRe NOLAN: Yess Then this statement shows 
that the $25,000 is not an annual corporation tax 


payable by this company but there was an adjustment 


made, you know about that lire Frawley. 


@ MR. FRAWLEY: An adjustment covering the earlier 


years? 


aly 


ory 


T.E-Burng 


— ADOT = 


A Yes. 

Q when you paid a small amount of 550? 

A From 1932 to 1936. 
hit. NOLAN: Yes, and that was adjusted and 
the larger amount of p20 ,000 was paid to cover it. 
WITNESS: i@ paid the tax on the capital, 
the same as any other company. 

MMRe. FRA: /LEY: ss know, and when one speaks of 
special legislation, the income, the Dominion Income 
Tax people have dealt with this also. 

lune FRAWLEY: [Is there anything else, ir. Burns? 
Nothing more that I have. 

TH CHA ii Al: Anything more for sir. Burns? 

wR e PLOTKINS: I would like to ask a few 
questions, examine tir. Burns on a fer matters. 

Q MR. PLOTRINS: Would it be fair to say, Mr. 
Burns, that the reason you are unable to properly al- 
locate the indirect expense is because the Standard 
Oil of New Jersey in order to make uniform the pro- 
cedure of allocating those indirect expenses has 

given you an allocation in percentages, I mean under 
Exhibit "156", I believe you gave us a number of 
percentage figures? 

A What are you putting to me now, I do not understand 
you, you say, would it be fair to assume something. 

Q No not assume, would it be fair to say that in view 
of the fact that your office is not in possession of 
the full knowledge as applying to administration ex- 


penses, indirect expenses; that is general overhead 


expenses, is it fair to say, that you yourself or 
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your employees are not in full possession of the 
figures, the individual figures we will say with 
respect to salaries for instance? 

A Well in the prior question you said Something about 
the Standard Oil of New Jersey and I cannot just, I 
am sorry but = was not able to follow that. 

Q When it comes to the thing of operating costs there 

is no difficulty on your part, you are ina position 

to obtain all the direct operating costs? 

Obtain ail the direct operating costs? 

Yes, in the pipeline division? 


Well we neve things here to show that we are not. 


aS oS” & 


I mean, the operating costs, is there any difficulty 
in ascertaining the salary and the actual expenses? 
A No, there would be no difficulty. 


But when it comes to ascertaining--- 


&D 


The salaries, now that is another matter, you see 
there is an indirect experce, what I am saying, that 
theme wovld be no diffisulty in obtaining the salaries 
of anybody, that is what J mean. 
There is no difficulty in obtaining the salaries? 

A No, if I was interested which I am not. 

Q Now in this case tO somplete the cost figures tmt 


have been submitted today it would be necessary to find 


the amount of money that should be charged and added 


to these atatements that is represented by the in- 


direct agrinigtrat ion and sexvice utility costs, is 


that correct. 


A Wfoulé. you mind reading over that question once more. 


(Reporter reading!:"Q- Now in this case to complete the 


cost figures that have been submitted today it would be 
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necessary to find the amount of money that should 
be charged and added to those statements that is 
represented by the indirect administration and 
service utility costs, is that correct?" 

A In order to complete the statement it would be 
necessary to ascertain what the indirect costs 


were, does that answer your question? 


(Go to number 4600) 
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Burns. 


No, but to ascertein the amount thet someone would 
Blloocate - in other words someone would have to 
allocate the missing items if it is not possible to 
properly ascertain them in your organtzation? 

Did not Mr. Justice McGillivray ask me these questions 
about it’ I want to be sure if I have to be repeating 
these things. He asked me, as I recall it, if it would 
be difficult supposing this Pipe Line Divist on was 


divorced from the Royalite Oil Company, would it be 


difficult to do and I replied it would not present eny 


great difficulty. 

Is that the same question I put to you? 

That is what I understand it to be. 

No? 

Well could you perhaps ask shorter questions and then 
we will get it clearer. 

Vell, put it this way, the Standard Oil of New Jersey 
has a number of similar companies, similar companies 
as the Royalite. I mean they have producing companies 
and pipe line companies? 

shiner Gompanies in what way? 

Crude oil producing cumpanies? 


Yes. 


Crude oil producing companies and pipe line sgonpanies? 


Pipe line operating companies, yes. 


And in the case of separate pipe line companies operating 
in the United States belonging to the Standard Oil Company 
of New Jersey they would accumulate experience -in the 


form of percentage figures as attributed to Indirect 


Costs, in other words, utility costs? 


I believe, Iir. Plotkins, that most of these companies 
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operating in the United States are Separate legal 
entities. They are not connected. To that 

extont they are not similar to the Royalite which has, 
after all, its own gas business, its own oil business 
and isin the pipe line business.. 

To that extent they would not be similar? 

That is a very great extent. 

valt a minute now. Iam going to bring out something 
in another way, being that you could not understand the 
first question. If we assume that the Standard Oil of 
New Jersey has over a number of years accumulated what 
it costs in percentage to operate the administration 
and indirect, the utility assets, and we will assume for 
a minute here that they have found thet percentage and 
20% would be the aversege figure on all their companies, 
and if they wanted to complete your statement that you 
went to Mr. Harrison Smith, they would, in their good 
judgment, merely add that particular figure, beca se it 
represents the actual averages experience figure, would 
it hot, tir. Burns? 

I do not Know what they did. 

Vould that be sensible? 


Ho, Hl -adolmot think so. 


Did they in some cases - I understood and I may be wrong 
in connection with sxhibit "156", you received from the 
head office such percentages end you used them and 
weighed them ageinst your general overhead, and you 
arrived at a dollars and cents average to that particular 


statement? 


I will just have to see that sxhibit "156". “hat it is. 


No, these are made up right here. 
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@ But I see here North ‘jest Company Limited, distribution 


of General Administration Expense and Office EXpense 
mat ws Paght is it not? 

Yes. | 

This is what this statement represents? 


That is correct. 


of es Ss 


You have told us in your previous testimony that the 
Salaries of Mr. MeLeod, and if I remember right, other 
administrative expenses are not paid by the Royalite? 
Tpat is correct. 

Q But they are charged to you by the Imperial Oil office 


im Toronto, in a lump sum? 


A scarnia. 
a Sarnia? 
A Yes. 


They are charged to you by instructions in the form of 


Q 


a debit note, I would presune? 
A that is correct. 


Now Sarnia, being in full possession of the total 


gy 
wee 


Costs, these particular costs, would be in a position 
to order you to allocate them on a certain percentage 
basis. In other words, they could say 10j represents 
a fair amount of the administrative costs that we want 
you to attribute to the operations of the Royalite Oil 
Company, and on that basis we want you to allocate L20%0 


ef that to this operetion and 20% to another opera tiion 


and 60% to some other operation. Is that not in theory 


whet actually happens? 
& Wo 6 
That is not what happens? 


A No First of all the payments are made by Sarnia, 
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Ontario, and they are charged entirely to the North 
est Company. I, as accountant for the North West 
Company, I split them on an arbitrary besis as betwéen 
the Companies. | 

THe CH&AIRMAT: That is all on the record. 
You may not have been here. Certainly not assisting 

the Commission to the extent you are now, but it was 
all gone into by Mr. Burns many weeks ago. It seems 
many weeks. 

rue PLOTRINS s You do not believe the 
parent company, the Standard Oil of New Jersey, could 
assist this Commission and complete accursetely the 
information that they would require to be added to the 
last statement, and thereby give the full cost figures? 
Wo, I am very sure that they could not. I know how 
hard the accountants have worked, and I know the 

very tangible problems they were faced with. 

THe CHAIRMAN: Whoet Mr. Photkins says, 

as I understand it, is very simple. He says in the 
light of their experience with many companies in the 
different branches of the industry could they Say 

"igll a fair allocation would be such a percentage 

to the Pipe Line for Indirect Costs." 

I heve never heard of any such percentage. 

THE CHAIRMAN: That is your answer, 

Mr. Plotkins. 
Hi.e PLOTTING: You have introduced today 
two exhibits in the form of accounting procedure. IL 


understand that is in regard to Balance Sheets, Capital 


Accounts? 


No, Income Statements, for the preparation of ¥alance 
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Sheet and Income Statements. 

Q It relates mostly to Balance Sheet items? 

A Balance Sheet and Income Statements, They are combined. 

Q, Does it cover Operating Accounting procedure? 

A It gives the titles to be used for to make the aco unting 
uniform throughout the whole organization. 

Q Including Operating? 

zy Yes, including Operating. It gives the names of the 


£&) 


accounts. 
THe CHAIRMAN: Any other questions? 
M.HARVIs? Mire Burne] understand \ 


that you expressed this as your opinion thet the Pipe 
Line operations could and must be and are being carried 
on more economically as a unit of the Royalite than 
they would be as an entirely separste entity? 

it have given that opinion, but I qualified it that at 
this time I could not give any tangible reasons provided 
that it remained within the Royalite corporate entity. 

I meen if it was divorced from that it would be necessary 
to I suppose, provide completely new administrative 
assets. 

I am suggesting that I agree with thet policy, that 
Situation? 

Yes. 

It is just to get down to the point that an apparent 
difficulty is arriving at the proper allocation of 
Indirect Costs as between that Department and the other 
Departments of the Company? 

That has been a difficulty- 

And that same difficulty would arise whether it was 


a department or a subsidiary compeny we will say, sharing 
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the same services? 
& Yes. Certain going rates could be established, however, 


I believe, for all serviees. That is you could set a 
rate - and it could be approved by the Board of Directors 
if necessary - which would be the rates at which this 
Department would be administered, and you could also.- 
the Royalite would agree to do the accounting for this 
Pipe Line Division. 

Q I understand there were two different sets of allocations, 
one set up by the Commission accountants, and one by 
the Company's accountants, as I understand? 

That is correct. 
I understand there area great many other arbitrary 
ways of arriving at that allocation? 

A That is correct, there are otier arbitrary ways. 

Q Supposing that the evidence before this Board, this 
Commission, if they came to the conclusion, we will 
Say, either the Gommission accountant's suggestions 
or the Company's accountants' suggestions or some other 
method was decided as being the fair and proper one 
under the circumstances, and they directed how they 
thought those allocations should be made, would there 
be any difficulty in your Company carrying them out 
in the future? 

4b Another accountant? Weil it would depend on - if I 


was actually going to do the accounting I expect I 


would have something to sey about it. 

TH CHAIRMAN: That is reasonable. 

Q lit-GARVIS.: hat I am getting at 
| is this, the situation is this, thet the Commission 


are now considering or recommending or arriving at a 
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rate from the situation as it now is and looking to 
the future. One difficulty that they have met is.... 
THE CHAIRMAN: Please do not assume 
about the Commission. You have assumed everything 
else under the sum, but do not assume what the Com 
mission is going to do. 

MR. HARVIL: Assuming that there is 
some basis of allocation of Indirect Costa arrived 

at in the future, be it on the recommendation of 

this Commission or otherwise, would there be any 
difficulty in carrying that ellocation out? As 

far as the future operstions of the Company are concerned 
in respect to the Pipe Line Department. 

No. I think though that if any rate were to be set 

it would be far better to fix a chsrge rather than 

an allocation of something which is unknown. It 

would be better to say for this service we will charge 
1000.00. 

You would rather do it on a flat rate rather than on 

@ percentage basis‘ 

I would. 

THe CHAIRMAN: If you had a separ. te Legal 
entity that sharod an asset vith you there would be no 


doubt each paid a certain sum to the other for the serv? ce 


ir received? 


Yes. 
And if you could within the efMMpa ny equally segregate it 


as a department it woula be the same thing? 


Yes. 


There is nothing imprectical about making a comple te 


severance, whether as a separate department or as a 
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separate legal entity? 

A I c@n see nothing impractical about it. There may be 
Some advantages. Subject to that possible question 
of Income Tax that I mentioned. 

Q In order to have a regulatory body deeling with it, it 
would be absolutely essé@ntial would ‘t+ not, tr. Burns? 

A It would be essential, yes. It would have to be done. 

Q You could not go through this every time there was a 
question of a new rate? 

A Noe 
Mae COMIISSION“R LIPSETT: “ould you think fixing 
a charge like that, Mr. Burns, that it should be 
some fixed charge irrespective of whether the +}Hrough 
put of the line went up or down’ Supposing the through 
put halved, or stipposing it doubled? Would it have to be 
still the same percentage? 

& That would depend on what utility you were using. If 

it was-a question of steam and you had a stand-by equip- 
ment there ready to supply it, and you had sufficient 
steam generating equipment to generate tne maximum 
requirements, I cannot see it would make much difference. 
In my opinion it should be charged irrespective of 
whether the steam was actually used or not. 

Q The charge you think would be the same, say on the present 
through put today, irrespective of whether that goes up 
or down? 

A Velbeit. it went up I suppose there would be more required. 
You would have to set a minimum or some maximum. All 
these factors would have to be considered in arriving 


at the chirge which you were to make, for the particular 
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T.&.Burns. 
utility whichwas going to serve the Pive Line 
Department. 

G It would not seem practical then, or would it, to say 
take last year's figure and arrive at some bulk sum 
for all those services and leave that asa standing 
figure? 

A Undoubtedly the past history would be a governing factor 


in arriving at any conclusion. But also....that is 

particularly with regard to expense. Also you woubd 
have to look to the future and estimate what you 
intended to do. 

& If that had to be done would it have to be done on 
some sort of a sliding scale. ‘iould you get back to 
the old question that would be allocated on revenue 
Or a decreased: or increased through put? 

A Well, the power companies have sliding scales, yes. 
If we consume a certain amount of power we pay a 
certain rate. le pay a minimum rate regardless of 
whether we take any power or not from the Calgary 
Power, serving some of these pump line stations. Then 


» 


if we exceed a certain amount we get a reduction in 


Yratee 


Q Have you any sort of a basis that you have thought of 


at all, Mr. Burns, in case that idea of separating 


the pipe line from the rest of the Royalite was thought 


to be practical and recommended? 

A No, I have not considered sucha thing. 
Mee PRAWULOY: That is all, Mr. Burns, 
thanks. ‘le are making some progress on the Montana 


pipe line situation. mr. Nolan now has a telegran 
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T.B.Burns. 
R 


from Mr. LeSueur, dated today. 


TH CHAIRMAN: Which pipe line vas 
this? 
Poe n VyEyinry That is the Imperial owned 


pipe line in Northern Montana. That would be the Transit 
& Storage pipe line and the Montana Pipe Line Company. 
My friend and I seem to think tt they would both be 


covered by this telegram. 


Lia NOLAN: There: is only the one ines 
Mee RON LEY: Yes. 

THs CHSIRMAN: Only one line? 

Mae PRU Ls Y 8 That could be sither the 


Transit & Storege or the Montena Pipe Line Company. 


That seems to be soe 


THE . CHAIRMAN: [si it nota (fsct.that 


the Transit & Storage bought the Montana Pipe Line 


Company‘? 

HR. NOLAN: Yes. 

Tite PREWLEY 3 So it is the same ones 
Mae NOLAN: Theatwds ight oe Pia a 


was first called the Montana Pipe Line, and then it 
was purchased by the Transit & Storage Company and 
Solar iby thems But ite is. the: one: line... It.as called 


the Montana on the map which was marked this morning. 


Q Neo PREV LSY: UReTel fourteenth 


Montana Pipelines owned formerly by Transit and Storage 


Company from OCilmont through Sunburst to International 


Boundary at Coutts and from ied Couise field to Inter- 


national Boundary near Coutts was sold September 1938 


in conformity with our policy of using Cenadian crude 


wherever possible (stop) Charts and evidence MoGrath 
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t ' ¥ | 
"re Regina were based upon all rail movements crude 


from Cutbank Station to Regina." 


DOCUMENT IN QUSSTION IGS NOW 
MbRKGD BXHIBIT "192", 


THE CHATRMAL: that is sold? 
Pe FRAWLEY: That ws sold. 
THE CHAIRMAE: That does not help us to 


know whether it is a line carrying oil at all. You 
Just know the Imperial does not own it. I wonder if 
that could be ascertained. 

le NOLAN: Now Mr. Plotkins has the 
name of the purchaser in one of these Montana papers. 
ee ee OAT i can furnish the name 
Or tne purchaser. I emails informed that as is usual 
Woer the Imperial O11 Company..... 

hi. NOLATI: Just state the facts and 
do not argue about it. 

Ma. PLOTK INS :- Sells a line they impose 
a condition that the line be dismantled, and not be 
used and the purchaser now, I do not know what he is 
going to do about it, the purchaser is - I can give it 
to Commission Counsel ina few minutes. 

THE CHAIRMAN: ‘iel.1 Mr. Nolan, I hate 
to ask you to do more things. You have done tany. 


But I mean if that last statement is the fact you need 


ue are ; 
not bother checking up any more. If it is: S014 on 


the condition it be dismantled. I mean like everyone 


else I am getting a little impatient with this mystery 
in Montena, and we shculd take the trouble to get it 


straightened out. ‘hat do you suggest, ure Frawley* 


pe er ays I think on that one matter 
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if we had a wire from Mr. LeSueur confirming - well 
if -he did not confirm this last Suggestion then we 
would not have advanced very much. But perhaps ve 
had better try and find out who the purchaser is and 
I will undertake to get a statement from him as to 
Whether that pipe line is available. 

THa CHAIRMAN: I would like to have 
that information is possible. Perhaps lir. Nolan 
might not mind approaching it from both engles, He 
Gould inguire from Mr. LeSucur if it be the fact it 
was sold on the condition that it be dismantled. 
That is one vhing. You, Mr. Frawley, could meke 
inquiries at your end. I am hopeful that we should 
hot have to sit a day or so longer to find out a 
matter that might not loom very large in the main 
anyway. 

os PLOTKING: I may add, to help Mr. 
Nolan, that the condition that it be dismantled 
applies only to the trunk line from Sunburst to the 
border, and it does not apply to the gathering system. 
MR. FRALEY: We will find out all 
We can about it. 

Tit CHAIRMAN: fnd clean it off our 
list. We have spent so much time on it already, I do 
not feel disposed to leave it up in the air in the end. 


E will call ir. Cottle 


lite FRE‘ Lis Ys 
to clear up a matter we startec to discuss this morning. 


THE CHAIRMEN: With respect to the 


matters that are coming in connection with the Imperial, 


did you get that book of subsidiaries? 


Ae \T i J 
Pe TRA TeY: Noe Mr. Nolan, I do not 
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think has undertaken or expects to do more than 

supply information with respect to the Humble Cnmpany. 
THE CHAIRMAN: That is done. Mr. 

Nolan so informed us. But I suggested that either one 
OF you would put it in. It was asked for by someone, 
Mr, Plotkins or someone. If there is such a book in 
print all right, and if there is not, all right. 

MM?  NOLAH: Ve have them available 

for the Canadian companies, but this is an American 
Company and it is more difficult for us to put our 

fa nds on one. 

HS Ge aa ee There wa a statement with 
regaré to the subsidiaries appearing in the International 
Petroleum News, and we will look through the 1936 file 
era che 1937 file and see if we can find them. 

eee tro ¢ i have already .looked 
through the 19357 and IT am sure it is not in that. 


fr, Gs: COTTLEA, recaelieds 
q by th. Pea Ley: Now, ir. Cottle, I 


have given you @xhibit "180" (a), (bd), (o) and tay, 


“411 you please mark in blue, I think that will be 


helpful if it is done ~ I think they are already marked 


in blue? 
4 165. 
Q These rates. 


TH: CHAIRMAN: ‘hat is this? 


io. FRALEY: These are the freight rates.. 
I started to indicate the pages in the exhibit for the 


convenience of the Commission, and Lr. Cottle has already 
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F.G-Cottle. 
done this ih blue pencil. ‘ie will reed it into the 
record where these marks are. Now tell me where 
the freight rate on crude oil from Calgary to Moose 
Jaw and Regina is‘ 

A In Hxhibit "180(a)" on page, 3. 

Q Yow have vicked it off in pine 

A There is a marginal item number 33(c) and the rate from 
Calgary to Moose Jaw is ticked and is underlined in 
blue, being 18% cents per 100 pounds. 

Q And to Regina? 

Is underlined in blue and is 19 cents per 100 pounds. 

Q Now where is the erude rate from Calgary to ‘innipeg 
to be found, and other points in “iestern Canada? 

4 On the same page of Uxhibit "180 (d)" under the item 
ee (hy). 

Q All right, that has been marked? 

v) It has been marked and it is 49 eents a hundred. 

Q Why do they appear under separate classifications, 
the freight rate on crude from Calgary to lioose Jaw 
and Regina under one classification end the rate on 
crude oil from Calgary to other points in i.estern 
Canada under a separate classification 

& They are separate classifications of the teriff. are 
you asking me why the railways made these special 
rates? 

Q That is the answer. A special rate was made for the 
crude moving from Calgary to Moose Jaw and hKegina. 

4 That is right. } 

Q Ana the other rates are the rates which were in the 


existing tariffs, end no special rate having been 


made. 
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“& It is also a special rate, ix. Frawley, but for a 
different reason. 

Q But they ee S@parete classifications? 

A Yes. 

€) The rate now on gasoline or refined petroleum products 


from Regina and Moose Jaw tc cinnipeg? 

A AS appears on page 8 of f@xhibit "182 (B)". 

Q, Are they ticked in blue poncil? 

A I have ogircled the three rates in blue pencil. They 
appear opposite "Index Number 2, ‘iinnipeg." 

GQ The only thing that is ticked off in blue on that page? 

A Yes. 

Q Next the rate on gasoline from the Lake head to Winnipeg, 
yon ipit “180(a)"% 

ys} That appears in “xhibit "180(a)" on page 16 opposite 
the item 200 in Column "A", and the rate is circled, 


It is 50 cents per 100 pounds from the lake head to 


Winnipeg. 
q Rate on gasoline from the lake head to tegina* 
A That rate appears on pexe 30 of the same exhibit, 


opposite Index Number 1655 in Column "4". The rate 
is circled, and is 98 cents per 100 pounds, 


@ The rate on refined petroleum produets from Regina 


to the lake head’ 
& From Regina to the lake head also appears on Page, 


30 opposite the item 1655 and in Column Class 5, and 


44 is circled, and it is 98 cents per 100 pounds. 
Q All of these rates are already in evidence the other 
day. Here is one from Tiipnipeg to Fort i/illiam that 


the Ghairman asked for this morning. Where da you 


find that’? 
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F.G.Cottle. 

A The rate from ‘iinnipeg to Fort Willian appears on Page 
16 of sxhibit "180 (a)" opposite Index number 2002 
and in Column Class 5. It is 57 cents, and is circled 
in blue. 

Q Just go back to the rate so we will have it to compare 
with, the rate of refined petroleum products from the 
lake head to ‘iinnipeg? 

b From th: lake head to Vinnipeg is 50 cents, and apwars 
on the same line under Column "A". 

Q So that is 50 cents as against 57 cents for the same 


distance in che Opposite direction? 

4 Pe Ls Tight. 

a) 111 you go to the Bxhibit "182" that we were discussing 
this morning. Have you some copies of those? 

A Yes, they have all been distributed. 

q Now when we left off this morning in the discussion 
of this txhibit "182", the guestion arose as to the 
1958 experience as between the trucking of this crude 
from Turner Valley to Calgary as against the pipe line 
movement. ‘iill you just tell us what you want to say 
about. this #xhibit "182" both with respect to the 
1938 situation, and the 1939 situetion as you sec ite 

A Exhibit "L82" shows the totel purchases of crude oil 
by the refiners other than the Imperial Oil and the 
pel ien American Oil Company Limited in ‘:estern 
Canada, and the Ota. purchases amounted to 772,774 
barrels, of which 508,881 barrels were purchased by 
neople who could have used the pipe line, namely by 
refiners who were beg: Deoatee in Turner Valley. Of 


that Quantity of oil I Aave ascertained that 309,259 
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barrels were transported to Calgary over the Royalite 
pipe line. That is an average of 837 barrels per day. 
The balance, which amounts to 199.622 barrels was 
trucked from Turner Valley to Calgary. Of the 199,622 
barrels which were trucked to Calgary, 159,159 barrels 
were trucked by or on behalf of Gas & Oil Products. 
That is a Calgary company? 

f That is a Calgary company. This product was trucked 
to Calgary for re-shipment to a number of other refineries 
appearing on txhibit "182". 26,811 barrels of the 
199,622 were also trucked from Turner Valley to Calgary 
by or on behalf of the AnglS~Canadian Oil Company - 
pardon me they were trucked to Ukotoks on behalf of the 
Anglo-Canadian Oil Company Limited for re-shipment to 
Brandon. 11,315 barrels of crude oil were transported 
to Calgary by or on behalf of the Lion Oils Limited 
fer re-shipment to other refineries or for consumption 
in the Lion Oil Hefinery. 3,474 barrels were purchased 
in the Valley by Hydro-Pete Oils Limited, as were 1,863 
barrels by Monarch Refineries Limited. This barrelage 
was trucked directly from the Valley to the refineries 
of these companies represented. I may explain why that 
large barrelage was trucked in the year 1938. The 


Anglo-Canadian Oil Company trucked 25,811 barrels as I 


have steted. That quantity of oil was trucked from the 


Spy Hill well in the early part of the ycer 1938 and 
represented the total production of the Spy Hill well, 
which wes being produced under open flow conditions 


at that time. The Anglo-Canadian Company had a refinery 


st Brandon which was capable of using all of the production 
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from this well, and hence that Company trucked this oil 
to Okotoks for re-shipment to that refinery, because 

as I understand the pipe line would not carry oil of 

a well which was produced in exeess of its pro-rated 
pipe line allowable. Under the present conditions, 
which were not in effect at that time, no well would be 
allowed to produce more than a fixed allowable, and it 
Ls my opinion that had the present conditions been in 
effect at that time, none of that oil would have been 
trucked to Okotoks by the Anglo-Canadian Company. 

They would have availed themselves of the services of 
‘the pipe line, which they hevs done ever since. 

Now Gas & Oil Products trucked 159,159 barrels for 
Similar reasons to those I have stated in respect of the 
Angl0-Canadian Oil Company. Gas & Oil Products Company 
purchased crude oil from several wells - three I think 
to be exact - in Turner Valley, which wells prior to 

the first order of the Conservation Board were being 
produced at capacity, whereas all the wells connected 
with the pipe line or delivering to the pipe line 

were complying with the pipe line pro-ration allowebles 
in effect at that time. Hence it was necesscry for Gas 
& Oil Products in order to deliver all of the production 
which they purchased from these particular wells to 
truck that oil to Calgary as the pipe line adopted the 


policy of trensporting only the oil produced within 


their allowables. Upon the issuance of the Oonservation 


Board's ordexs on September and, several wells continued 
to produce oil in excess of the Board's order. Subsequently 


@ new Conservation Act was enected and tle order of the 
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F.G.Cottic. 
the Board were never actually enforced. Hence much 
of the oil which was trucked to Calgary since the 
issuance of the Conservation Board’ a orders was oil 
produced in excess of the allovables of the Conservation 
Board order. The Conservation Roard's orders are 
new being complied with, and enforced and in my opinion 
had the Conservation Board's orders been in effect 
during the entire year 1938, and enforced during the 
Cntire year 1968, no oil would have been transported 
to Calgary from Turner Valley by Gas @ Oil Products 
by truck. That Company has said to me that that would 


have been the case. 


(Go to Page 4619 ). 
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WITN” SS : The next largest item of 
11,515 barrels transported to Calgary by Lion Oils, 

I afi also confident would have been transported by 
the pipeline had conservetion orders been in Ssirilect 
and complied with. 

Pe Ula? That is not what Mr. Plotkins 
Said, he said when his trucks were not needed fir 
anything else it was economical for him to use them 
for this purpose for transporting from the Valley to 
Calgary. 

rermops,wl.can explain that, Mr. Nolan. At thatitame 
the Lion Cils was purchasing all of the production of 
the Sunburst well and was purchasing oroduction in 
excess of the allowable of the Sunburst well. It 
was, therefore, possible for arrangements to be made 
with the Sunburst Well whereby that well would assume 
the tr-nsportation cost. 

MR. iCLAN: Oh, I see. 

Oo econ d chon no- longers exists. 

MA. PS LOTR INS: is thst absolutely correct, 
lip. Cottle, to your knowledge; 

That is my understanding. 

Weli, I dispute your understanding, I have no power 
to order the Sunburst Company to exceed the allowable 
and to my knowledge they have always acceded to the 
Board, s order, the trust company refused to do 
otherwise? 

Oh, I will say that the Sunburst well did not at all 
times comply with pro-ration orders which were in effect, 
if that is what you asked me was correct. 

They did not, is that what you say? 


At all times they did not. 
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well," iam trying to help you to carry on your explana- 
tion, you say that our counany trucked 11,000 barrels, 
I find our figures are 64,500 barrels, and there is a 
wide discrepancy? 

I say that the Lion Oils purchased crude oil, this is 
Only crude oil from oil wells, I am not confusing crude 
oll from naphtha wells or naphtha from naphtha wells, 
72,025 barrels of oil including purchases from 

Imperial Oil Limite, of which the pipeline advised me 
ley delivered to Lion Olls 63,710 barrels, leaving 
11,515 barrels trucked from Turner Valley. That does 
not include crude oil from the so-called gas wells. 

Yes, the pipeline figure is substantially correct. 

the balance figure is incorrect. according ts our records. 
Well, this is according to the records of the Conservation 
Board, which accounts for all of the production from all 
Cre tae wells in Turner Valley. 

TH. CHAT RAMAN : Go on? 

The next item to be dealt with, Hydro Pete O11, 3,474 
barrels; Honarch Refineries,18635 barrels. IT would 
assume that that barrel-ge would almost all be trucked 
practically from Turner Valley, that item, those two 
4tems total 5300 barvels out of 199,622 barrels. 

Now, to sum up what I have to 
say concerning the large amount of crude oil which was 
trucked last year, it is my opinion that had the present 
conditions of Conservation Board pro-ration been in 
effect during the whole of 1938, which I assume will be 
it is my opinion that practically all 


the case in 19359, 


of the 508,881 barrels shown on Exhibit "182% would have 


been transported to Calgary through the pipeline. 
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THE CHATRiIAN: is that ail? 

wR. FRAWLEY: That is all you have to say 
about "182"9? 

Yes. 

TH; CHAIRMAN: Vhat is all for to-night, Mr. 
Cottle. Mr. Harvie. 

MIR. FPRAWLEY : Mr. Horvie has to file some 


things im accordance with the note which I made last 
evening, a list of the British American shareholders, 

the working papers behind Mr. Woolley's man, a rough 
estimate by the British American as to the required cut 
to be made in Turner Valley crude to exclude Texas crude; 
a statement With regard to the Illinois piveline which 
we are still working on and a statement with respect to 
the Transit and Storage and the Montana Pipe Line, which 


we just spoke of, 


TH. CHaIRMan : How are you coming along, Mr. 
Harvie? 
WR. HARVIZE? The last two items I am not 


doing anything about, I understood Mr. Nolan and ifr, 
Frawley were working on that. 

TH. CHAIRMAN: You have given us all that 

you have as to rine pipe Line? 

MR. HARVIE: oo far as the others are icon- 
cerned, I have a wire with respect to the rough estimate, 
I believe it is being confimmed by air mail, which I 
think should be in in the morning, and it would be more 
complete, so if we sit to-morrow you might allow me to 
make a more complete statement to-morrow. 

THL CHAIRMAN: We are sitting to-morrow but 


we want to get all these things cleaned up. 
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wR. HARVIE: I think it would be more 


complete by air mail, but I have this here if you Wish 1%, 
THE CHAIRMAN : Working papers behind your map? 
WR. HaRVI=: It is also ready and leaving 

by air mail from Toronto, and will be given to Mr. Cottle 
immediately they arrive. The list of shareholders with 

a statement, I believe, in connection with it in the, form 
of an affidavit or declaration has left Toronto by air 
mail, I understand, and should also be here to-morrow. 
That disposes of all items that I have been asked to get 
information on. 

dai CHAERMAN ; Webipsello right, she. Heanyie, 

we will see what to-morrow brings forth. There: 16.50 
use of getting these Working papers after we have retired 
Prom OUT public Hearing. 

Me. TeRVIE: as I understood, those are 


not to be submitted to the Commission at all. 


TH: CHaLRiAN: Those were the ones for Mr, 
Cottle? 

MR. HaRVIE: Yes. 

THS CHal RAMAN : Probably that is right, but 


was not Mr. Cottle then to return to speak to the 
Commission officially about them? 

MR. NOLAN: Oh, not at this stage, only 
after examination in the next phase. 

TH: CHAIRMAN: Ls that eorrecs2 

WR. FRAWLAY: Yes; you see, Mr. McGrath is 
in exactly the same position. 

THR CHAIRMAN: I want to be clear, that is not, 


the examination you are to make had no bearing upon the 


matters Which we will be considering when we retire. at 


this time. 
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MM TLE: ns 
MR. COLTFLE: No, -y. Chairman, that is as 


I understand, 


3) KG LAY : : : 
MR e FRAY boy ° Tha % 1 Ss riehs ° 

aoe ATRIVAN- i on i i 
TH.) CHATRMAN: i was quite wrong in my impression, 


Mr. Harvie, and that will be all Tight. The others you 
expect to have to-morrow? 

oR. HARVia: Yes. 

THE CHalRMAN : That appears to clean it un 
pretty well, outside of this pipeline end, and Mr. Nolents 
progress With the Lion Oils. 

MR. FRAWLZY: Yes. There is that, of course, 
which might mean a couple of days. 

THE CHAIRM..N : Well, it is immaterial, so 
Long as we are told before werise. If this: is mot going 
to be, if this is a matter that has to be dealt with by 
us in our report you, of course, must give’ My Picotk ins 
an opportunity of saying what he has to say about Mr. 
GCoultis’ latest vroposal as corteined in. the gxhioat 
which was filed. If it is disnosed of by private treaty 
there is nO oecasion for t:king up time in the hearing 
of evidence nor for the taking Of any time in dealing 
With it in our report... that Tsiavl, so a6 weisre near 


the end I am mentioning these things each night. 


MR. FRaWLiy: Of course, Mr. Maw has to be 
called. 
TH. CHAIRMAN: Yes, and Mr. Morrison. There 


is no good of mentioning it to-morrow night if we are 
going to finish with the witnesses to-morrow, so I mention 
it to-night in order that it may be thought about. We 


will now adjourn. 


(The Inquiry was here adjourned to be resumed at 10:30 a. m. 


February 16th.) 
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